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Praise for The Power of Communication 


“Helio Fred Garcia coached me a decade ago on the fundamentals of 
effective communication. I probably wasn’t his best student, but I 
count what I learned from him as one of the most important 
contributions to my personal growth as an executive. We’re fortunate 
to now have Fred’s book The Power of Communication, which 
encapsulates his enormous depth of knowledge and breadth of 
experience in communication—as a practitioner, as a scholar, and as a 
teacher. The book contains a wealth of real-life examples of what 
works and what doesn’t in communication, and each chapter provides 
a recap of best practices and key lessons learned. This book should be 
on the must-read list of any person who aspires to lead by capturing 
the hearts and minds of his or her stakeholders.” 

—Jeffrey Bleustein, Retired Chairman and CEO, Harley-Davidson, 
Inc. 

“The Power of Communication is an absolutely terrific book on how to 
communicate and lead in complex and shifting situations. Helio Fred 
Garcia has compiled a wealth of compelling examples to illustrate and 
support a cogent and immensely practical set of principles for 
leadership communication. The result is a compelling guide for leaders 
in business and government settings alike.” 

—Amy C. Edmondson, Novartis Professor of Leadership and 
Management, Harvard Business School, and author of Teaming: How 
Organizations Learn, Innovate, and Compete in the Knowledge 
Economy 

“Helio Fred Garcia is known as one of the most engaging and effective 
professors at NYU. Readers of this book will learn why. Only Fred 
could weave together tales about Abbott and Costello, the Marine 
Corps, and Cicero into a must-read for anyone who hopes to connect 
with the American public.” 

—Louis Capozzi, Chairman, MSL Group (retired), and Adjunct 
Professor, New York University 



“Helio Fred Garcia has had an enormous impact on my career, my 
practice, and my life since we first met more than 25 years ago when 
he recruited me to teach at NYU. I have watched him have similar 
effects on thousands of others. He is the man of eloquence Cicero 
describes. Fred instructs instinctively. His ability, which is what this 
book is all about, to look at critically important communication and 
leadership topics and issues from completely new and important 
perspectives, in this case the United States Marine Corps Warfighting 
manual, is profoundly interesting and helpful. 

“The book is story after story, insight after insight, lesson after lesson, 
inspiration after inspiration. Just when you think it’s impossible to find 
another important illustration of a crucial communication or leadership 
principle, Fred gives you another chapter of powerful, sensible, often 
surprising and charming stories and lessons. Believe me, he is a 
persuasive orator in person and, as you’ll read, on paper. 

“Looking to build your powers of communication, to inspire trust and 
confidence, and to lead effectively? You hold in your hand the key 
ingredient to a happier, more successful, and influential professional 
life. Start reading.” 

—James E. Lukaszewski, ABC, APR, Fellow PRSA, President, The 
Lukaszewski Group Division, Risdall Public Relations 

“Professor Garcia’s book is great news for decision-makers, leaders, 
and professionals in the U.S. and any country in the world. He was 
frequently invited by Tsinghua University to teach in our senior 
officials’ training seminars on crisis communication and was always 
remembered by our executive students as Professor Reputation 
Management. His class evaluations by the participating state council 
ministers, senior officials, and corporate leaders were always the best. 

“Many thought that American methods of solving crises were not 
suitable for China, but Fred’s lectures rapidly dispelled their 
skepticism. His vivid examples, drawn from the U.S. Marine Corps as 
well as corporate experience around the world, made a deep 
impression on participants, who have since applied his practical and 
innovative approach to their own work. We truly believe that the book 
contains some very important global wisdom to save you in crisis in an 
omni-media age. The pity is that he can visit China only once a year, 



but that gives us all the more reason to celebrate the publication of this 
book, a very clear, concise, interesting, and powerful masterpiece.” 

—Professor Steven Guanpeng Dong, Ph.D., Chair and Director, 
Institute of Public Relations and Strategic Communications, Tsinghua 
University, Beijing; Vice President, China Public Relations 
Association; former Shorenstein Fellow on the Press, Politics, and 
Public Policy, Kennedy School of Government, Harvard University 

“Here’s what I’ve come to believe is the indisputable truth with regard 
to leadership: If you can’t communicate effectively, you will not 
lead. 

“Fred has written a book that will give anyone who desires to lead 
people and/or organizations an invaluable tool for success. He 
provides an organized, rational approach to communicating with any 
and all stakeholders. 

“Fred has taken the Marine Corps’ cornerstone publication 
Warfighting and applied the approach and the mentality to professional 
communication—and it works! I found this book to be a tremendous 
real-world guide for blueprinting and executing a world-class 
communication plan—and Ethos. 

“This book should be kept on the desk of anyone who leads or anyone 
who communicates publicly. You will use it often.” 

—Lieutenant Colonel Robert Riggle, USMCR 



This book is dedicated to the memory of 
my first and best teacher, 

Dr. Frederick C. H. Garcia, 
Professor of Foreign Languages, 

United States Military Academy at West Point 
from 1959 to 1984 
and 

to the men and women of the 
United States Marine Corps. 

Semper Fi! 



Foreword 


By Lieutenant Colonel Robert Riggle, USMCR 

If I were ever in trouble, publicly, one of my first calls would be to Helio Fred 
Garcia. I’ve known Fred for 12 years. I’ve been a student of his, so to speak, 
since we first met at the Marine Corps’ East Coast Commanders Public Affairs 
Symposium. I think Fred is an outstanding educator and communicator. 
“Outstanding” is the highest compliment a Marine can give...just so we’re clear. 

I’ve been a Public Affairs Officer and occasionally a Civil Affairs Officer in the 
Marine Corps and the Marine Corps Reserves for the past 20 years. I’ve always 
put a premium on the value and impact of communications. At times, however, it 
felt like I was in the minority among my fellow Marines. I would often refer to a 
quote from General Dwight D. Eisenhower that said, “Public opinion wins 
wars.” Still...nothing from those around me.... 

In Vietnam, the United States won every major battle we fought and we still lost 
the war. Why? We lost public support. The same is true for many corporate 
and/or organizational “wars” as well. Leaders would do well to heed the warning 
from General Eisenhower. 

I spent 9 years on active duty and the last 13 years in the reserves. If you’re 
doing the math and it doesn’t add up, it’s because I spent my first 2 years in the 
Marines flying planes. It wasn’t my calling. Despite having my pilot’s license 
when I was an undergraduate at Kansas University, I wanted to be an actor, 
comedian, and writer. Really long story...short, I quit flying and became a Public 
Affairs Officer. I have no regrets. 

During my time in service to the United States, I deployed to Liberia, Albania, 
Kosovo, and Afghanistan. I also worked at “ground zero” moving rubble by 
hand, in New York City immediately following the attacks of September 11, 
2001. 

While stationed in North Carolina as a young 1st Lieutenant, I attended night 
school and earned my Masters in Public Administration. I am also a graduate of 
Officer Candidates School, The Basic School, the Warfighting course, 
Amphibious Warfare School, and Command and Staff College. I’ve studied and 
practiced leadership most of my life. Here’s what I’ve come to believe is the 
indisputable truth with regard to leadership: If you can’t communicate 
effectively, you will not lead. 
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organizations an invaluable tool for success. He provides an organized, rational 
approach to communicating with any and all stakeholders. 

Fred has taken the Marine Corps’ cornerstone publication Warfighting and 
applied the approach and the mentality to professional communications...and it 
works! I found this book to be a tremendous real-world guide for blueprinting 
and executing a world-class communications plan...and Ethos. 

I currently work in the entertainment industry. My first big break was as a cast 
member on Saturday Night Live. Following SNL, I was a correspondent on The 
Daily Show with Jon Stewart and I’ve appeared in several feature films. I’ve 
found that not much has changed with regard to my thought process when it 
comes to communicating publicly. However, as a comedian I have a lot more 
flexibility with regard to my message than I did in the Marines. 

For instance... “Poop.” There, I just said it. As a comedian I can say that all day 
and no one bats an eye; in fact, it’s often celebrated. As a Marine, I would not 
say, “Poop.” I would say something else. 

Fred is going to ask me to remove the previous paragraph, but I won’t. 

This book should be kept on the desk of anyone who leads or anyone who 
communicates publicly. You will use it often. 

I wish you all luck. 

Semper Fidelis, 

Lt. Colonel Robert A. Riggle Jr., USMCR 
“Fair winds and following seas...” 
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work at Wharton has been in collaboration with Senior Associate Directors Carl 
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support and confidence over the years. 

My friend and colleague Peter Firestein, president of Global Strategic 
Communications, invited me to speak at a conference in late 2010. That resulted 
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to my agent, Leah Nathan Spiro of Riverside Creative Management. I am 
grateful to Peter, both for his friendship and support and for his catalytic role in 
making the book possible. And to Barbara Monteiro for connecting me to Leah. 
And particularly to Leah, who helped me flesh out the idea for the book and who 
secured my publisher’s support. 

Corporate Clients 

The concepts and case studies in the book have been validated in dozens of 
professional development and executive education sessions at various corporate 
clients. Because of nondisclosure agreements, I am not able to name them, even 
in thanks. 
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camp for its communication strategists in 2007, the first time I applied 
Warfighting to a non-university civilian audience. It worked, and the client has 
since had me teach the module to more than 400 of its staff. For a global 
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and large group sessions over several years. And I delivered a session for all 500 
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confidence over the years, particularly in their adventurous acceptance of 
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Introduction: Leadership, Discipline, and 
Effective Communication 


Tony Hayward faced the press on a Venice, Louisiana, dock. It was May 30, 
2010, and the BP chief executive officer had been living on the coast of the Gulf 
of Mexico for the past month. On April 20, the Deepwater Horizon oil rig had 
exploded, killing 11, injuring dozens, and beginning a gusher that in 100 days 
pumped five million barrels of crude oil into the Gulf waters. The Deepwater 
Horizon disaster had been the dominant story in the news media—it was All-BP- 
All-the-Time. 

Hayward, clearly beleaguered and sleep-deprived, seemed frustrated with 
suggestions by the media and others that BP—formerly known as British 
Petroleum—and its leadership weren’t doing enough to stop the flow of oil and 
protect the Gulf ecosystem. He spoke in front of heavy equipment being readied 
to be deployed for the cleanup. In a tone of frustration, Hayward tried to show 
that he cared. He attempted an apology, tried to show that he took the situation 
seriously: “We’re sorry. We’re sorry for the massive disruption it’s caused their 
lives. And you know we’re—there’s no one who wants this thing over more than 
I do. You know, I’d like my life back.”- 

It didn’t work. Hayward’s statement had the opposite effect. Instead of showing 
he cared and that he took Gulf residents’ plight seriously, the “I’d like my life 
back” quote sounded like self-pity. Critics pounced. There were 11 rig workers 
who would never get their lives back; dozens of injured whose lives would never 
be the same; thousands on the coast whose lives and livelihoods were disrupted. 
They wanted their lives back, too. 

“I’d like my life back” became a defining moment. It crystallized for the media 
and for politicians the apparent callowness of BP’s leadership. It wasn’t the first 
of Hayward’s verbal blunders. The New York Times had previously quoted him 
from an internal meeting: “What the hell did we do to deserve this?”- Nor was it 
the last. But “I’d like my life back” defined Hayward, BP, and the Gulf recovery. 
The takeaway: Hayward cares only about himself. 

“I’d like my life back” also became self-fulfilling. It began Hayward’s 
inexorable decline. Six weeks after the quote he was removed as CEO and given 
a make-work position; he left the company several months later. In the battle for 
public opinion—for trust, support, the benefit of the doubt—Hayward lost. It 
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communication. And that failure, in turn, was a failure of discipline. 

Hayward’s blunder is not unique to him. It should be a wake-up call to CEOs 
and other leaders, to all whose leadership responsibilities require inspiring trust 
and confidence verbally. Communication has power. But as with any form of 
power, it needs to be harnessed effectively or it can all too often backfire. 

This book applies the Marine Corps’ strategy doctrine, as embodied in its 
Warfighting manual, to leadership communication. It seeks to help those who 
engage audiences for a living—whether in positions of leadership or in 
communication support functions—to do so at a high level of craft. 

Why Warfighting ? 

“The battle for public opinion” is a metaphor. So is “I’d like my life back.” 
Metaphors matter. Metaphors trigger worldviews and set expectations. As the 
Berkeley cognitive linguist George Lakoff notes, we tend to live our lives in 
metaphor, but are generally unaware of the metaphors we live by (see Chapter 8. 
“ Content: Word Choice. Framing, and Meaning. ” for more).- 

Take, for example, the word “strategy.” We may think we know what it means. 
But it’s actually a metaphor. In ancient Greek, the word strategos meant a 
general or the leader of an army. That word derived from two other Greek 
words: stratos, or army, and agein, to lead. So stratos (army) + agein (to lead) = 
strategos (one who leads an army). Note that stratos, army, was itself a 
metaphor. The literal meaning of the word is “organized formation,” as in the 
layers of rock on a cliff wall. 

For the longest time, “strategy” or its equivalents in other languages meant only 
the art of leading an armed force. But in modern times it has become a metaphor 
for any goal-oriented activity. Business strategy is a metaphor for using the goal- 
oriented approach of leading an army to lead a company. 

War and communication are not the same thing. But many of the goal-oriented 
principles of leading an effective armed force can be applied to the leadership 
discipline of public communication. 

For example, the 19th-century Prussian military strategist Carl von Clausewitz 
defined war as “an act of will directed toward a living entity that reacts.”- This 
simple observation is quite profound. War, at its essence, isn’t about fighting or 
killing, at least not for their own sake. Rather, it’s about an outcome. A reaction. 
A change. 

So is effective communication. I have long taken the metaphor Clausewitz 




provides, and have translated it this way: 

Communication is an act of will 
directed toward a living entity that reacts. 

Let’s parse this definition: 

Communication is an act of will... 

Effective communication is intentional. It is goal-oriented. It is strategic. Unlike 
ineffective communication, effective communication isn’t impulsive or top-of- 
mind. It isn’t self-indulgent. And communication isn’t just about what one says. 
It’s about anything one does or is observed doing. It’s about any engagement 
with a stakeholder, including silence, inaction, and action. 

...directed toward a living entity... 

Stakeholders aren’t passive vessels that simply absorb messages. Rather, they 
are living, breathing human beings and groups of human beings. They have their 
own opinions, ideas, hopes, dreams, fears, prejudices, attention spans, and 
appetites for listening. Most important, it is a mistake to assume that audiences 
think and behave just as we do. Most don’t. Understanding an audience and its 
preconceptions, and the barriers that might prevent an audience from accepting 
what one is saying, is a key part of effective communication. 

...that reacts. 

This is the element most lost on many leaders. The only reason to engage an 
audience is to change something, to provoke a reaction. Effective 
communication provokes the desired reaction; ineffective communication 
doesn’t. Ineffective communication isn’t noticed, or it confuses, or it causes a 
different reaction than the one desired. Tony Hayward certainly got his life back, 
but not in the manner he had hoped. 

And whatever the words one uses, we can count on audiences to compare the 
words to the speaker’s own actions as well as to prior words. The words set 
expectations; the actions fulfill or betray those expectations. Trust arises when 
expectations are met and is lost when they are not. 

So effective communication is hard. It requires discipline. It requires 
understanding the desired reaction among the groups to which one 
communicates, which in turn requires knowing all one can about that group. And 
then it requires saying and doing all that is necessary—and only what is 
necessary—to provoke that desired reaction. And it also requires understanding 
the absolutely predictable consequences—both intended and unintended—of 
words, silence, inaction, and action. 



About the Marines 


The United States Marine Corps is the nation’s mobility force in readiness. The 
tip of the spear. It’s ready to deploy anywhere, any time, on any mission. 

The Marine Corps is also a leadership factory. It instills qualities of initiative, 
teamwork, and dedication to mission. It pushes accountability down to the 
bottom of the chain of command, even as it holds leaders at the very top of the 
chain accountable for their subordinates’ decisions. Marines follow orders, but 
not blindly. Commander’s intent is an essential part of an order. Understanding a 
commander’s intent is the responsibility of each Marine. And making that intent 
clear is the responsibility of each commander, of whatever rank. 

And at whatever rank, every Marine is a rifleman. Regardless of any Marine’s 
current function, he or she is accomplished in the use of arms. Unlike in other 
armed services, the expectation is that every Marine, regardless of occupation 
(lawyer, pilot, public affairs officer, or auto mechanic) is proficient in infantry 
tactics and the effective use of firearms. 

Every Marine is also a spokesman. I was present when the senior Marine public 
affairs officer—a brigadier general—described to the students of the Marine 
Corps Command and Staff College the Corps’ expectation of any Marine in the 
presence of the news media: “Make sure each of your Marines knows this: If 
you’re deployed to a war zone and there’s a reporter around, we expect you to do 
three things: 

• Engage. Speak with the reporter. 

• Tell the truth. Don’t lie, but also don’t reveal confidential, classified, or 
sensitive operational information. 

• Stay in your lane. If you drive a tank, talk about your tank. If you fly a plane, 
talk about your plane. Don’t talk about anything that isn’t your direct 
responsibility.” 

This is a courageous policy, and one most employers probably would not adopt. 
Most organizations try to centralize press communication. But making each 
Marine a spokesperson is typical of the Marines. They know that the Marines’ 
reputation can be won or lost through the actions of any single Marine. Not just 
an officer, but a private right out of Parris Island boot camp. So they hold each 
Marine accountable. But with accountability comes authority. 

Communication Is a Leadership Discipline 



Whatever else leadership may be, it is experienced publicly. While it may 
emanate from within, it is a public phenomenon. A leader is judged based on 
three fundamental public leadership attributes: 

• The leader’s bearing: how the leader carries himself or herself 

• The words the leader uses to engage others 

• The manner in which the leader engages others 

These are elements of communication. And they apply well beyond the armed 
services. 

And as a leadership discipline, communication benefits from the structures, 
concepts, and principles of effective leadership in other fields. 

The Marines continue to enjoy a reputation as the nation’s elite fighting force. It 
is no surprise to me that they live up to their slogan: The Few. The Proud. They 
make reputation a priority, both in what they do and in what they say. 

The elements that make a good Marine also make a good communicator. 

How This Book Came About 

I have had the good fortune to provide communication workshops and related 
services to Marines continuously since 1991, just after the first Gulf War ended. 

I had published an article that summer in Public Relations Quarterly noting that 
the U.S. military had embraced the principles of Carl von Clausewitz both in its 
execution of the Gulf War and in its public affairs operations to support the war. 
Clausewitz, the 19th-century Prussian general, is the author of On War, one of 
the most influential books of Western civilization and the basis of most modern 
military and business strategy. In my article, I noted that any serious student of 
strategy or communication should be familiar with the principles of Clausewitz. 
His most famous principle is that war is merely the continuation of policy by 
other means: The goal of the war is not to fight, but to accomplish a political 
objective.-1 argued that professional communicators could learn from him. I 
translated Clausewitz’s principle as follows: Communication is merely the 
continuation of business by other means. The goal of communication is not 
to communicate, but to accomplish some tangible business goal. 

When the Public Relations Quarterly article came out, I was in my fourth year 
teaching public relations strategy and related topics at New York University, and 
Clausewitz was a big part of my course. Unbeknownst to me, one of my students 
was a Marine, just back from Iraq, and about to switch jobs: from helicopter 
pilot to public affairs officer. He had taken my course to get a head start. He 


asked if he could show my article to his commanding officer. At the same time, 
my friend Jim Lukaszewski had a scheduling conflict and was unable to teach 
his usual session at the Marines’ annual East Coast Commanders Pubic Affairs 
Symposium, an annual weeklong introduction to public affairs for all Marines 
east of the Mississippi who are starting new commands. He recommended me to 
the commanding officer of the unit that managed the Symposium, who 
recognized my name from the article. I have taught at that Symposium every 
year since. For many of those years I taught on a Tuesday and Jim taught on a 
Thursday. I have also taught at every West Coast Commanders Public Affairs 
Symposium since 2006. From 2004 to 2009,1 taught in the Brigadier General 
Select Orientation Course in Washington, and for several years I conducted 
workshops in the Command and Staff College and Officer Candidate School in 
Quantico, Virginia. 

In 2006,1 was teaching in Quantico and visited the Marine Corps bookstore. 
There I found a slim volume called Warfighting: U.S. Marine Corps Doctrinal 
Publication No. 1. It’s required reading for every Marine. It lays out an approach 
to strategy and leadership that informs what all Marines do. Think of it as the 
Marine Corps Bible. While it isn’t as famous as Clausewitz, it has several 
advantages: It is contemporary, it is assigned reading for every Marine, and it is 
much easier to read. 

Flying home on the shuttle, I couldn’t put the book down. Just as I had 
demonstrated in my article for Public Relations Quarterly that changing several 
words in Clausewitz’s On War provided a framework for understanding 
communication, changing just a few words in Warfighting led to a much richer 
and deeper understanding of effective public communication, both for leaders 
and for those who advise them. 

Then I had an idea. I was about to teach a new course on communication 
strategy in the MS in Public Relations and Corporate Communication program at 
New York University. I had already decided to assign Clausewitz on Strategy: 
Inspiration and Insight from a Master Strategist. The authors, from the Strategy 
Institute of the Boston Consulting Group, extract the essence of On War and 
apply it to contemporary business strategy. 

I decided to supplement that reading with Warfighting, requiring students to read 
it before the first class. When I sent the syllabus to the department, it raised a 
few eyebrows. But to his credit, the academic director gave me the green light, 
and I posted the syllabus online. 

In the first class, before discussing the book, I polled the students: 



• How many were confused when they saw that the first book in a 
communication strategy course was a Marine Corps book called 
Warfighting ? Nearly every hand went up. 

• How many were concerned? Most hands stayed up. 

• How many were angry? About a third of the hands stayed up. 

• How many are still angry after reading the book? All hands came down. 

I found the most counterculture-seeming student who had just put her hand 
down, and asked, “Why were you angry when you saw the syllabus?” She 
looked me in the eye and said, “I thought you were going to feed us propaganda, 
try to get us to like the military, to support the war in Iraq.” And now? She 
smiled, and said, “I love this book. I have given copies to my parents and 
friends. I want to know why we don’t know more about this book.” 

I’ve used Warfighting continuously ever since. And I’ve used it beyond my 
NYU classroom. I’ve used it in strategy boot camps for the public affairs 
department of a major insurance company, with the communication staff of a 
large pharmaceutical company, and even with clergy and not-for-profit 
executives, sometimes to their initial discomfort. I’ve urged individual CEOs, 
CFOs, and other corporate leaders to read it to help them both think strategically 
and communicate effectively. 

In all civilian contexts, my students and clients have enthusiastically embraced 
Warfighting, and the comments have tended to cluster into these three 
categories: 

1. This is one of the single-most-useful insights into how to be strategic in 
communication that I’ve ever read. 

2.1 never knew the Marines were so thoughtful. 

3. The lessons of Warfighting go well beyond fighting wars or 
communicating. The book is about how to think strategically. It deserves 
a broader audience. 

I agree. I believe that Warfighting is one of the undiscovered gems in strategic 
thinking, with significant civilian application. This book attempts to do for 
Warfighting what Clausewitz on Strategy does for On War: extract the essence 
of a military manual and apply those essential lessons to the nonmilitary, 
professional practice of public communication as a leadership discipline. 

About This Book 

This book does three things: 



1. It translates core Warfighting principles into guidelines for effective 
leadership communication. These provide an important conceptual 
framework, and the individual principles serve as guideposts along the 
journey we will take. But they’re merely the starting point. 

2. It applies best practices in leadership communication drawn from my 33 
years of advising and coaching leaders, and from my 24 years of teaching 
management and communication in graduate programs in a number of 
universities. This is the meat of the book—the big takeaway. It could 
easily exist without the Warfighting principles, but I have found in my 
teaching and coaching that the combination is more powerful than either 
standing alone. 

3. It makes extensive use of case studies and examples, of both effective and 
ineffective communication by leaders in high-stakes situations. 

All three of these strands run through the entire book. Each chapter emphasizes 
the leadership disciplines particular to that chapter’s topic, and closes with two 
recap sections: The first is the gathering of all the Warfighting principles 
discussed in that chapter. The second is Lessons for Leaders and 
Communicators, the chapter’s key takeaways. 

Organizationally, the book is divided into three parts, focused on principles, 
strategy, and skills. 

Part I : “ Leadership and Communication: Connecting with Audiences .” This 
takes up about half the book, and is divided into five chapters. The entire part 
focuses on the foundational principles of effective communication, all of which 
are grounded in connecting with and influencing audiences. 

Chapter 1. “ Words Matter. ” establishes the need to take language seriously as a 
leadership discipline. It covers the need to adapt language as circumstances 
change and as audiences, adversaries, and critics react to what a leader is saying 
and doing. It also focuses on the need to listen and to engage for a purpose: to 
change the way people think and feel, and what they know and do. 

Chapter 2. “ Taking Audiences Seriously. ” is a deep dive into understanding 
audiences. The leadership discipline here is to think of audiences as living, 
breathing entities with their own ideas, goals, plans, and desires even to be in 
relationship with the leader. The key is to recognize that audiences don’t think as 
leaders do, care about what leaders care about, or understand what leaders 
understand. If we are to move people, we need to meet them where they are, but 
that means knowing where they are and knowing how to move them. 








Chapter 3. “ Words Aren’t Enough. ” focuses on how tempting it can be to say all 
the right things in high-stakes situations. But saying the right thing without 
delivering on the expectations that communication sets is a recipe for disaster: 
for loss of trust, loyalty, confidence, and ultimately of competitive position. 
Trust arises when expectations are met, and the leadership discipline is to align 
what a leader says with what the leader does. 

Chapter 4. “ Speed. Focus, and the First Mover Advantage .” covers shaping the 
communication agenda by being the first to define one’s situation, motives, and 
actions. The leadership discipline is to say and do what is necessary to move 
audiences before critics, adversaries, the media, or social media have a chance 
to, and then to ensure that all communications, from all sources, are consistent 
and mutually reinforcing. 

Chapter 5. “ Initiative. Maneuver, and Disproportionalitv, ” focuses on ways to 
control the communication agenda, and on outsized risk and reward: how 
relatively minor changes or events can have a significant effect on the outcome. 
The leadership discipline is to be both disciplined and nimble, to avoid making 
small mistakes that cause great harm, and engage stakeholders in such a timely 
and effective way that we get a higher return on our communication investment 
than we otherwise would. 

Part II : “ Strategy and Communication: Planning and Execution .” This 
section has only one chapter, but it’s a long one. This part focuses on the need to 
be intentional, coordinated, and sequenced in planning and implementing 
communication, especially in high-stakes situations. 

Chapter 6. “ Goals. Strategies, and Tactics: Preparing and Planning .” focuses on 
the need to think carefully before communicating. It shows how easy it is for 
leaders to get tied up in the tactics of saying things, rather than being thoughtful 
about how to win hearts and minds. It also notes that preparing to communicate 
is often a leading indicator that there are gaps in a leader’s thinking. If a leader 
isn’t attentive to those gaps, you can be sure that stakeholders, critics, and 
adversaries will be. The leadership discipline is to have a clear intent and to 
organize thinking, decision making, communication planning, and 
communication implementation in the service of that intent. 

Part III : “ Building Skills: Getting Good at Communicating Well .” This 
section focuses on the core skills that leaders need to become effective 
communicators. While not intended as a comprehensive how-to, it focuses on 
three areas that I have found leaders of all stripes and of all levels of ability need 
to master: how they carry themselves; how they manage meaning; and how the 














human brain works. Leaders need mastery of all three to be able to move people 
and to avoid self-inflicted harm. 

Chapter 7. “ Performance: The Phvsicalitv of Audience Engagement. ” begins by 
establishing the leadership discipline of taking seriously the need for continuous 
honing of communication skills. Even leaders who are good communicators 
need periodic tuneups or they will be less effective than they could be. The 
chapter then covers the basic interpersonal and group presentation skills that 
convey confidence and that engage audiences well. 

Chapter 8. “ Content: Word Choice. Framing, and Meaning. ” covers how leaders 
can shape the frame of reference so that audiences understand what the leader 
wants them to. The leadership discipline is to take seriously the way that words 
trigger worldviews, and to understand how framing needs to precede facts. All 
too often, leaders believe that facts and data are convincing. The chapter 
explores how facts are convincing only if they make sense within a frame of 
reference. And there’s a first mover advantage: Whoever frames the topic first 
tends to win. 

Chapter 9. “ Audiences: Attention. Retention, and How Hearts and Minds Work. ” 
is a deep dive into the human brain and what it means for leaders. The leadership 
discipline is to appreciate that audiences are human and that human nature— 
literally the way the human brain works—determines what audiences are capable 
of. The chapter is an overview of current understanding from the fields of 
neurophysiology, cognitive psychology, and evolutionary biology to provide 
insights on how leaders can actually connect with audiences and win hearts and 
minds. 

The book closes with two summaries: 

Chapter 10. “ Putting It All Together: Becoming a Habitually Strategic 
Communicator. ” harvests best practices from the previous chapters and 
organizes them into Nine Principles of Effective Leadership Communication. 
These can provide a quick reference point for monitoring your own 
communication leadership skills. 

The appendix gathers all the Warfiahtina Principles embedded in the chapters 
and provides them in a single place, for easy reference. 














Part I: Leadership and 
Communication: Connecting with 

Audiences 



1. Words Matter 


On October 23, 2001, Apple Computer launched a new product that would 
forever change the world of music. It would eventually also change 
entertainment, computers, and even Apple itself, which would later drop the 
word Computer from its name. Newly rehired Chief Executive Officer Steve 
Jobs introduced a new device. It was small. It could link with Apple’s Macintosh 
computer line. And it could play music. 

As a computer company, Apple could have highlighted the engineering that went 
into the new device. Or the unprecedented power of its 5GB of memory. Or it 
could have focused on the elegance of its design, its ease of use, or even its 
price. But it didn’t. Rather, Steve Jobs spoke a single phrase that captured 
customers’ attention, made them re-imagine what was possible when listening to 
music. He focused not on the product or the technology. Rather, he simply 
described what the product meant to the customer: 

“iPod. 1,000 songs in your pocket.”- 

It was breathtaking. Up until that moment, most consumers couldn’t conceive of 
carrying 1,000 songs with them—the equivalent of between 90 and 100 CDs. 

But it captured consumers’ imaginations. And their hearts and minds. And 
because invention is often the mother of necessity, people who had never 
imagined that they would want that many songs on their person suddenly had to 
have it. 

That simple phrase, 1,000 songs in your pocket, changed the way people 
understood their relation to music. The iPod and Apple would forever change 
consumer behavior and the entertainment industry. And within ten years, 
through the iPod’s offspring iPhone and iPad, Apple transformed the telecom 
business too. As Apple said of its iPhone, “This changes everything.”- 

The Power of Communication 

Words matter. Words shape worldviews. Words provoke action and reaction, 
which in turn provoke more words. Getting the words right is critically 
important. Getting the action right is also critically important. And aligning the 
words and actions is even more important. 

The late Steve Jobs was one of the few business leaders who was able to connect 
with consumers in powerful ways that had positive impact. He was in a league of 
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or at understanding what will get and keep an audience’s attention and earn the 
audience’s loyalty, trust, and confidence. 

But they can be. 

Communication has power, but like any powerful tool, it needs to be used 
effectively or it can cause self-inflicted harm. Harnessing the power of 
communication is a fundamental leadership discipline. 

This book is about how leaders can inspire, persuade, and earn the confidence of 
stakeholders through verbal engagement. About how they can build trust, inspire 
loyalty, and lead effectively. 

In 33 years of advising leaders on the actions and communication needed to win, 
keep, or restore public confidence, I have concluded that many leaders, much of 
the time, fundamentally misunderstand communication. This misunderstanding 
has consequences: corporations lose competitive advantage; not-for-profits find 
it harder to fulfill their mission; religious denominations lose the trust and 
confidence of their followers; nations diminish their ability to protect citizens 
and achieve national security goals. 

One reason some leaders misunderstand communication is that they think 
they’re already good at it. They’ve been speaking since before they were one 
year old; reading since age four or five; writing since soon after that. Unlike just 
about every other discipline leaders have had to master, they’ve been 
communicating their whole lives. It seemed to be no big deal. Just as a fish is 
unaware of the water it swims in, leaders often are unaware of their own 
communication abilities. Or lack thereof. 

I have found that many leaders suffer career-defining blunders because they 
didn’t take communication nearly as seriously as they take most other elements 
of their jobs. Effective leaders see communication as a critical professional 
aptitude and work hard at getting it right. This book is for them. 

Effective communication isn’t about pushing information to an audience. It isn’t 
about facts, or data. It isn’t about what sounds good in the moment. It isn’t about 
spin. And it certainly isn’t what makes the speaker feel good. 

Strategy = Ordered Thinking 

Of all the ways I’ve found to think of effective leadership communication, the 
most comprehensive approach to being truly strategic is to be found in 
Warfighting: United States Marine Corps Doctrinal Publication No. 1. And that 
book isn’t even about communication. But it also isn’t really about war. Rather, 



it’s about clear thinking and effective execution. 

Strategy is a process of ordered thinking: of thinking in the right order. 
Ineffective leadership communication begins with “What do we want to say?” 
That’s both selfish and self-indulgent. And it’s unlikely to succeed. And it’s in 
the wrong order: It starts where thinking should ultimately end up. And it skips 
the essential questions that make sense of the situation, establish goals, identify 
audiences and attitudes, and prescribe a course of action to influence those 
attitudes. 

A habitually strategic communicator never begins with “What do we want to 
say?” but rather with a sequence of prior questions. 


ftl Asking Strategic Questions 

The habitually strategic communicator always begins by asking questions 
in a certain sequence: 

• What do we have? What is the challenge or opportunity we are 
hoping to address? 

• What do we want? What’s our goal? Communication is merely the 
continuation of business by other means. We shouldn’t 
communicate unless we know what we’re trying to accomplish. 

• Who matters? What stakeholders matter to us? What do we know 
about them? What further information do we need to get about 
them? What are the barriers to their receptivity to us, and how do we 
overcome those barriers? 

• What do we need them to think, feel, know, or do in order to 
accomplish our goal? 

• What do they need to see us do, hear us say, or hear others say 
about us to think, feel, know, and do what we want them to? 

• How do we make that happen? 


Warfighting gives us a framework for this kind of ordered thinking. As the 
preface by Marine Corps Commandant C. C. Krulak states, “Very simply, this 
publication describes the philosophy which distinguishes the U.S. Marine Corps. 
The thoughts contained here are not merely guidance for action in combat, but a 
way of thinking.... [Warfighting] contains no specific techniques or procedures 
for conduct. Rather, it provides broad guidance in the form of concepts and 




values. It requires judgment in application.’ - 

This book is also about a way of thinking. It translates Warfighting’s concepts 
and values into a set of principles for leadership communication. And it adds 
additional insights on enhancing any leader’s capacity to win hearts and minds. 
As with warfighting, the leadership communication concepts and values 
described here require judgment in application. 

The Nature of Effective Leadership Communication 

It’s all about interactivity. 



From Warfighting 


War is fundamentally an interactive social process. 


Effective communication is fundamentally an 

interactive social process. 


(Note: Neither the United States Marine Corps nor any other component 
of the Department of Defense has approved, endorsed, or authorized this 
product.) 


Warfighting’s first principle points to the interactive nature of war. Leadership 
communication’s first principle is also interactivity. 

Effective leadership communication is never one-way. It is always interactive. 
This was the case long before social networking caused us to think of 
interactivity as somehow involving technology. Interactivity involves people, 
either directly or at a distance. 

Communication cannot take place in one direction. Sending is not the same as 
receiving. And receiving doesn’t ensure understanding. Effective 
communication is two-way or multidirectional, and always involves a feedback 
loop. The core take-away of this entire book is this: Effective communication is 
an act of will directed toward a living entity that reacts. That reaction is the 
essential element of effective communication: Was the reaction what we 
wanted? If not, why not? And how can we provoke the reaction we wanted? 








From Warfighting 


Clausewitz called it a Zweikampf (literally, a “two-struggle”) and 
suggested the image of a pair of wrestlers locked in a hold, each exerting 
force and counterforce to try to throw the other. 


The metaphor of the wrestlers is a telling one. It suggests that in communication, 
as in war, each party is trying to exert some force on the other. A continuous 
feedback loop provides a signal to adapt the engagement in order to accomplish 
a goal. 

That feedback loop needs to be taken seriously. 

George Bernard Shaw, the Irish playwright, literary critic, and co-founder of the 
London School of Economics, once famously said that the biggest challenge of 
communication is the illusion that it has taken place. Two parties think they’re 
communicating. But they’re talking past each other. Each labors under the 
misapprehension that he has made himself understood. At best there isn’t a 
meeting of the minds; more often there’s outright misunderstanding. Sometimes 
that misunderstanding escalates. 

One of the greatest comedy routines ever is “Who’s on First” by Bud Abbott and 
Lou Costello. First performed in 1937 and for decades thereafter, the routine 
features a baseball team manager (Abbott) and his friend (Costello) having a 
discussion about the players on the team. Abbott notes that ballplayers have 
funny nicknames, and proceeds to name the players on the team: Who’s on first, 
What’s on second, I Don’t Know’s on third. The skit opens with this exchange: 

Abbott: I say Who’s on first, What’s on second, I Don’t Know’s on third. 
Costello: Are you the manager? 

Abbott: Yes. 

Costello: You gonna be the coach too? 

Abbott: Yes. 

Costello: And you don’t know the fellows’ names? 

Abbott: Well I should. 

Costello: Well then who’s on first? 

Abbott: Yes. 
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Abbott: Who. 

Costello: The guy on first. 

Abbott: Who. 

Costello: The first baseman. 

Abbott: Who. 

Costello: The guy playing... 

Abbott: Who is on first! 

Costello: I’m asking YOU who’s on first. 

Abbott: That’s the man’s name. 

Costello: That’s who’s name? 

Abbott: Yes. 

Costello: Well go ahead and tell me. 

Abbott: That’s it. 

Costello: That’s who? 

Abbott: Yes. 

PAUSE 

Costello: Look, you gotta first baseman? 

Abbott: Certainly. 

Costello: Who’s playing first? 

Abbott: That’s right. 

Costello: When you pay off the first baseman every month, who gets the 
money? 

Abbott: Every dollar of it. 

Costello: All I’m trying to find out is the fellow’s name on first base. 

Abbott: Who. 

Costello: The guy that gets... 

Abbott: That’s it. 

Costello: Who gets the money... 

Abbott: He does, every dollar. Sometimes his wife comes down and collects it. 
Costello: Whose wife? 

Abbott: Yes. 



The routine continues in this vein for six-and-a-half minutes. All the while, 
Costello fails to understand that the words Who, What, and I Don’t Know are 
names. And Abbott fails to understand that Costello doesn’t get the point. As the 
interaction proceeds, the tempers get hot, voices get raised, and at one point 
Costello threatens Abbott with violence. Costello says he wants to know who’s 
pitching. Abbott scolds him, with a finger wagging: 

Abbott: Now listen. Who is not pitching. 

Costello: I’ll break your arm, you say who’s on first!— 

I show a video of a 1960s television version of the skit at the beginning of my 
executive workshops on leadership communication and persuasion skills. In 
every session I get a powerful response. Executives tell me that they find 
themselves in similar exchanges all the time. As misunderstanding grows, voices 
rise, tempers flare, and relations are harmed. I then ask for ways they might 
change the dynamic. Invariably I get some version of this: “We recognize that 
we’re not communicating, but we blame the other person, and we persist. If only 
we’d stop, acknowledge that we’re not communicating, and find some common 
ground. But it isn’t easy.” 



From Warfighting 


War is thus a process of continuous mutual adaptation, of give and take, 
of move and countermove. 


Effective communication is thus a process of continuous mutual 
adaptation, of give and take, of move and countermove. 


Effective communicators know that they need to adapt. They need to adapt if 
they recognize that they’re not being understood. They need to adapt based on 
how their audience reacts to the initial engagement; based on what critics or 
adversaries say; based on changes in the environment in which communication 
is taking place; as facts become outdated or as new developments require 
attention. 

Adapting to change is not a sign of weakness or of indecision. Rather it is a 
discipline. But many leaders act like Abbott and Costello. Instead of adapting, 
they dig in. They persist in speaking the same words in the same way even as the 






audience Decomes anenaiea, or as me situation cnanges, as expectations evolve, 
or as the very meaning of their words becomes moot. 

The 19th-century German military strategist Helmuth von Moltke, who followed 
in Carl von Clausewitz’s footsteps as head of the German General Staff, 
famously said that no plan ever survives its first contact with the enemy.^ In 
civilian language, no plan ever survives its initial implementation. Or as boxer 
Mike Tyson has said, you have a plan up until the moment you’re punched in the 
face.- 

This wasn’t to suggest that you shouldn’t plan. Rather, Moltke emphasized that 
the plan had to be so clear on what the goals are that those in charge could adapt 
quickly—or to use Warfighting’s words, continuously adapt. As an audience, 
critic, adversary, or ally reacts to an initial engagement, we need to adapt 
ourselves to continue to make progress toward our goal. As the environment in 
which we’re communicating changes, we need to adapt to take that change into 
account. 

Moltke said: 

No plan of operations extends with certainty beyond the first encounter with 
the enemy’s main strength.... Certainly the commander in chief will keep his 
great objective in mind, undisturbed by the vicissitudes of events.... 
Everything depends on penetrating the uncertainty of veiled situations to 
evaluate the facts, to clarify the unknown, to make decisions rapidly, and 
then to carry them out with strength and constancy. - 

If we see effective leadership communication as a process of continuous mutual 
adaptation, of give and take, of move and countermove, with a goal always in 
mind, we can maintain control of the communication agenda, even as things 
change. We avoid the illusion that communication has taken place. 

Senator John McCain’s Blunder 

If we see communication simply as sending messages, we’re at risk of seeming 
out of touch. That’s precisely what happened to Senator John McCain in his 
2008 campaign against Senator Barack Obama for the presidency of the United 
States. Senator McCain had included a line in his stump speech since January of 
that year: “The fundamentals of the U.S. economy remain strong.”- The 
assurance that the economy’s fundamentals were strong was intended to 
neutralize the Democrats’ criticism of the policies of President George W. Bush. 
For most of the campaign the line was uncontroversial. And as Senator McCain 
got into the rhythm of his campaign, that phrase became less a matter of 


discipline than a matter of habit. It simply became his default. 

But on September 15 everything changed. Lehman Brothers went bankrupt and 
Merrill Lynch narrowly avoided bankruptcy by agreeing to be bought by Bank 
of America. The stock market crashed; the debt markets seized up; and the 
Administration began talking about some banks being too big to be allowed to 
fail. 

We now know that what followed was the deepest and longest recession in our 
lifetime. But on that day all attention was focused on the calamity that was 
happening in real time. 


From Warfighting 

Since war is a fluid phenomenon, its conduct requires flexibility of 
thought. Success depends in large part on the ability to adapt—to 
proactively shape changing events to our advantage as well as to react 
quickly to constantly changing conditions. 



Since communication is a fluid phenomenon, its conduct requires 
flexibility of thought. Success depends in large part on the ability 
to adapt—to proactively shape changing events to our advantage 
as well as to react quickly to constantly changing conditions. 


Senator McCain, on the campaign trail seven weeks before the election, 
continued to speak from his stump speech: The fundamentals of the economy 
remain strong. But all evidence that day suggested that there were serious 
problems with the economy. Senator McCain’s initial failure to adapt to the new 
environment gave his adversary an opening. 

Senator Obama, adapting to the changing situation, hit Senator McCain hard: 
“It’s not that I think John McCain doesn’t care what’s going on in the lives of 
most Americans. I just think he doesn’t know. He doesn’t get what’s happening 
between the mountain in Sedona where he lives and the corridors of Washington 
where he works. Why else would he say that we’ve made great progress 
economically under George Bush? Why else would he say, today, of all days— 
just a few hours ago—that the fundamentals of the economy are still strong? 
Senator—what economy are you talking about?”- 





Senator McUain and ms campaign continued to stick to tneir line, even as 
pundits juxtaposed the two candidates’ quotes. Senator McCain seemed out of 
touch, unaware of what was happening. 

His campaign tried to justify Senator McCain’s sticking to his prior language—it 
tried redefining the term “fundamentals of the economy.” Before the meaning 
hadn’t been made explicit, but the implication was that “things are going well.” 
Unemployment had been very low; the stock market was high; home ownership 
had reached record levels. But rather than adapt his message as the situation 
changed, Senator McCain tried to explain it away. He asserted a very narrow 
definition of “fundamentals of the economy”: the American worker and 
America’s entrepreneurial spirit. 

Senator McCain said, “My opponents may disagree, but those fundamentals, the 
American worker and their innovation, their entrepreneurship, the small 
business, those are the fundamentals of America and I think they’re strong.”— It 
was too little, too late. But Senator McCain persisted in repeating both his initial 
statement about fundamentals being strong and his narrow redefinition of those 
words. And the more he did, the more he seemed out of touch. 

Senator McCain kept losing support throughout the next week. And the news 
coverage focused both on his failure to understand the major shift in American 
fortunes and on his failure to adjust his campaign rhetoric to fit the new 
situation. 

Then he tried a Hail Mary play—a long shot that he hoped would change the 
dynamics in his favor. It backfired. 

He was scheduled to debate Senator Obama on Friday, September 26. Two days 
before the debate, Senator McCain announced that he was suspending his 
campaign and asked that the debate be postponed. The reason he cited was the 
need to get to Washington to help Congress and the White House finalize details 
of a bailout plan to keep the economy from getting worse.— 

It was seen as a desperate move. Suspending a campaign was unprecedented, 
even during previous times of war or much more dire economic emergencies. 
Stephen Hess, a scholar at the American Enterprise Institute, told Bloomberg 
News, “McCain’s move should be judged too clever by half.”— 

David Letterman Jumps In 

As part of the suspension of the campaign, Senator McCain announced that he 
was canceling all interviews immediately, including one scheduled that night on 


CBS’s The Late Show with David Letterman.— Letterman didn’t buy the 
rationale for the cancellation, saying in his monologue: 

When you call up at the last minute and you cancel the show, ladies and 
gentlemen, that’s starting to smell.... This doesn’t smell right. This is not the 
way a tested hero behaves.... An American hero. Maybe the only actual hero 
I know. I’ve met the man; I know the guy. So I’m more than a little 
disappointed by this behavior. “We’re suspending the campaign.” Are we 
suspending it because there’s an economic crisis or because the poll 
numbers are sliding?— 

Letterman invited a substitute guest to sit in for Senator McCain: Keith 
Olbermann, then host of MSNBC’s Countdown and a McCain critic. But before 
the Olbermann interview got far along, Letterman interrupted it with a breaking 
development: 

John McCain was nice enough to call me on the phone and say he was 
racing back to Washington. And our people here were told it’s so serious 
he’s getting on a plane immediately and racing back to Washington. And 
now we’ve just been told—you have it on the thing?—this is going live. 
There he is right there. Doesn’t seem to be racing to the airport, does he?— 

Letterman then linked to an in-house CBS video feed that showed Senator 
McCain beginning a live interview with CBS News anchor Katie Couric. 
Letterman aired the video while providing an ongoing stream of cynical 
commentary, including: “Hey John, I’ve got a question. Do you need a ride to 
the airport?”— He continued to mock Senator McCain while also offering his 
audience a running commentary on his own emotions: 

Now this stinks. Now you tell me. You know how these things work...I don’t 
want to keep beating this thing but this really is starting to smell now 
because he says to me on the phone—I took a phone call from John McCain 
—a lot of senators don’t call me—so I said OK, as part of the national good, 

I understand, and I said good luck, thank you for being attentive to the 
cause.... And then this. It’s like we caught him getting a manicure or 
something.— 

As the McCain/Couric interview ended and the Letterman show came back from 
a commercial, Letterman offered his audience an update: 

We’re told now that the Senator has concluded his interview with Katie 
Couric, and we’re told now that he’s on [Food Network cooking show host] 
Rachael Ray’s show making veal piccata.— 



Letterman’s public airing ot his sense ot insult elevated to a national nonpolitical 
audience Senator McCain’s apparent insincerity about why he was suspending 
his campaign. Critics and pundits interpreted the suspension as a desperate 
attempt to avoid the debate with Senator Obama. 

Senator McCain and his campaign lost sight of the fundamentals of 
communication as a leadership discipline: the need to continuously mutually 
adapt. He adapted his language on the economy too slowly, and put himself in 
the position of seeming unaware of the scope of the significant economic crisis. 
His ineffective adaptation of language—attempting to justify his original 
language rather than changing his language—made him seem disingenuous. His 
campaign suspension was characterized as a panicked move, and the 
suspension’s rationale was obliterated by Letterman’s ridicule. 

The period of mid-September to late September became a defining moment for 
the McCain campaign, and caused the campaign to lose much of the positive 
momentum from the prior two weeks, which saw the nomination of Alaska 
Governor Sarah Palin to be Senator McCain’s running mate. Senator McCain, 
who is a Naval Academy graduate and decorated combat pilot, should have 
known better. But his clumsy adaptations caused significant self-inflicted harm. 

Both his adversary, Senator Obama, and his critic, David Letterman, adapted 
fluidly to rapid changes. Both came out ahead. 

The Audience Has Its Own Ideas 



From Warfighting 

It is critical to keep in mind that the enemy is not an inanimate object to 
be acted upon but an independent and animate force with its own 
objectives and plans. 


It is critical to keep in mind that the audience is not an 
inanimate object to be acted upon but a collection of living, 
breathing human beings with their own goals, concerns, 
needs, priorities, attention spans, and levels of desire 
even to be in a relationship with us. 


An audience is a living, breathing entity. It is a collection of human beings. 






Collectively, an audience tends to care about certain things in certain ways, and 
tends not to think at all about the concerns of those trying to influence it. And at 
any given time any member of any audience can be distracted, inattentive, 
unconcerned with others’ concerns, and focused only on his or her immediate 
interests. 

Influencing an audience requires active engagements that cause the audience to 
take notice, and to do so in ways we want them to. But this requires knowing 
what the audience feels, thinks, is capable of, and cares about. And it requires 
caring about those things too. 

Losing Face 

In the fall of 2007, the social networking site Facebook introduced a new feature 
called Beacon. Facebook, then only three years old, was just catching on and 
changing the way people interacted with each other online. Beacon was intended 
to let Facebook users share information from its partner shopping sites with their 
Facebook friends. When a member made a purchase, that purchase would 
automatically be posted on the user’s news feed, for the user’s entire network to 
see. 

But some users were concerned about sharing news of their purchases with their 
entire networks. What about birthday or holiday presents? Recipients would lose 
the element of surprise. What about rivalry among friends? If a user bought 
something for one friend, other friends might wonder why they were left out. 
Users raised concerns about privacy, and especially about the automatic nature 
of the posting of purchases to the news feeds. 

When Facebook launched the service, it didn’t appreciate the privacy issues that 
Beacon triggered. CEO Mark Zuckerberg, then only 23 years old, didn’t seem to 
understand the significance of the users’ concerns. He didn’t adapt either the 
service or his communication with users. Instead, when users objected, he 
encouraged them to try the service anyway. 

The design of Beacon put the burden on users to opt-out on a purchase-by- 
purchase basis, but the opt-out procedure was not readily transparent and was 
difficult to follow. But if users didn’t opt-out, or couldn’t figure out how to, 
Beacon assumed consent and notified the user’s friends about the purchase. In 
addition, Facebook allowed users to opt-out only on a case-by-case basis—there 
was no universal opt-out. Users asked for an easier-to-find opt-out, and a 
universal opt-out, so that any given user could choose not to have any purchases 
made public. 



Facebook initially apologized and made some adjustments, but didn’t go far 
enough. In particular, it didn’t put in the universal opt-out. Without it critics 
were still concerned. Instead of responding to users’ concerns, Mr. Zuckerberg 
continued to tell them that when they tried Beacon they’d be convinced, and he 
put the burden back on them. 

Users and critics pushed back more forcefully, and a number of partner sites 
walked away from Beacon. Facebook members even created anti-Facebook 
Facebook pages. 

On December 5, after months of alienating customers, Facebook finally added a 
universal opt-out function. Mr. Zuckerberg wrote on his blog, “We’ve made a lot 
of mistakes building this feature, but we’ve made even more with how we’ve 
handled them. We simply did a bad job with this release, and I apologize for 
it.”— 

Mr. Zuckerberg had failed to respond in a timely way to the legitimate concerns 
Facebook users had, and was far too slow to adapt his and Facebook’s message 
and tone, and finally its policies. Once he did, things calmed down. It wasn’t the 
last time Facebook had a tin ear about privacy concerns, but it was the first that 
made national headlines. 

In late 2011, in a blog announcing Facebook’s agreement with the U.S. Federal 
Trade Commission on new privacy standards, Mr. Zuckerberg referred to the 
2007 Beacon controversy as a “high-profile mistake” that overshadowed much 
of the good work that Facebook had done.— 

The Struggle to Win Hearts and Minds 

If we are to move people, we need to meet them where they are—physically, 
emotionally, intellectually, spiritually, ideologically. The bigger the gulf 
between “us and them,” the less likely effective communication will take place. 

Consider, for example, the U.S. government’s communication in the aftermath 
of the 2001 attacks on the World Trade Center and Pentagon. The Bush 
Administration concluded that it needed to win the hearts and minds of Muslim 
communities around the world. The Administration hoped that building support 
of Muslim communities would make extremist attacks on the U.S. less likely, 
and that the U.S. would have more flexibility projecting power to parts of the 
world whose population is predominantly Muslim. 

In 2002 the State Department’s Office of Public Diplomacy developed an 
advertising campaign called the Shared Values Initiative to reach communities in 
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on television networks during the Muslim holiday period of Ramadan. The 
campaign, hoping to dispel myths about the treatment of Muslims in the United 
States, showed Muslims living happily in America. Individual Muslims spoke 
into the camera or while the camera showed them at their jobs—a firefighter, a 
teacher, the owner of a bakery. They gave first-hand testimony about their 
positive experiences of living in America—of being Americans and also of 
being Muslim. 

But the campaign misfired. It did not meet Muslim communities where they 
were. Rather it spoke past them. 

A 2008 analysis of the Shared Values Initiative by Dr. Amy Zalman, published 
by the EastWest Institute, showed that the campaign was doomed from the start 
by a misunderstanding of the audiences to which it was directed. Dr. Zalman is a 
national security consultant based in Washington, D.C., whose practice focuses 
on strategic communication and public diplomacy. 

Dr. Zalman’s EastWest Institute paper begins by noting that “good 
communicators reveal, in speech and action, that they understand the 
motivations and aspirations of their audiences—and it is via this understanding 
that they gain their sympathies.”— 

Dr. Zalman says, “A review of U.S. official rhetoric shows an all too persistent 
absence of this understanding, an oversight which in turn can fan rather than 
dampen extremist sentiment.”— She notes that in its communication with 
Muslim communities around the world, the U.S. government didn’t bridge a 
gulf, but made it wider. 

Effective public diplomacy, according to Dr. Zalman, “begins with deep 
attention to how others think about themselves and their communities. Recent 
U.S. discourse is characterized by a lack of attention to precisely these issues. It 
has produced faulty assumptions that have alienated global audiences and 
clouded debate on violent extremism.”— 

The Shared Values Initiative was based on an assumption, given voice by 
President George W. Bush, that the terrorists hate America because of our 
freedoms. The entire campaign was built around this assumption. 

Says Dr. Zalman: 

This first official U.S. communication campaign emerged from the view that 
al-Qaeda hated, above all, Americans’ freedom of religious practice. The 
advertising campaign...sought to differentiate the United States from 
autocratic states such as Afghanistan under the Taliban, and to reveal the 


virtues of a U.S. war against terrorism, and for religious freedom of practice. 
Most countries perceived the advertisements as propaganda and refused to 
air them, but even if they had, Shared Values would have been irrelevant 
diversion. As poll after poll of Muslim populations has revealed, no 
mainstream populations contest either the value of civil liberties in the 
United States or the value of freedom of worship and they do not need 
convincing of their virtues.— 

While it didn’t do affirmative harm, the Shared Values Initiative consumed 
significant resources, attention, and time. Worse, it gave policymakers and the 
U.S. public the false impression that the U.S. was making inroads in perceptions 
among Muslim communities around the world. Greater than the financial and 
other cost, though, was the opportunity cost. While Shared Values was 
underway, we were not effectively winning hearts and minds. And then we 
invaded Iraq. 

The Shared Values Initiative was merely the first major attempt to win hearts 
and minds. It was not the last. Says Dr. Zalman: “Eager to ‘tell our story,’ 
regardless of whether anyone is listening, U.S. communicators have plunged into 
an ongoing search for the right word to describe actions, actors, groups, and 
belief systems. These efforts have met with failure.”— 

Connecting with Audiences 

Communication isn’t about telling our story. That’s undisciplined, self- 
indulgent, and often illusory. The power of communication is getting audiences 
to listen—and to care. 

Dr. Zalman conducted a detailed review of U.S. rhetoric that showed a persistent 
failure to demonstrate understanding of the audiences to whom the U.S. was 
purportedly communicating. 

For example, for years the U.S. government, at the highest levels, used the word 
“jihadist” to describe our enemies. But in March of 2008 the State Department 
advised: “In Arabic, jihad means ‘striving in the path of God’ and is used in 
many contexts beyond warfare. Calling our enemies jihadis and their movement 
a global jihad unintentionally legitimizes their actions.”— Our government’s use 
of language transformed murderers into martyrs. And by the time we stopped, 
the U.S. government had been using that vocabulary for six years. 

In 2009 Admiral Michael G. Mullen, then the newly appointed Chairman of the 
Joint Chiefs of Staff, addressed the failure of recent efforts to win hearts and 


minds in Muslim communities. He embraced the Warfighting principle of 
treating the audience as a living entity with its own ideas and plans. Admiral 
Mullen at the time was the nation’s senior-most military officer and by law the 
principal military advisor to the President, the National Security Council, and the 
Secretary of Defense. He wrote an article in the National Defense University’s 
journal Joint Force Quarterly, titled “Strategic Communications: Getting Back 
to Basics.” In it, he acknowledged that previous attempts were more focused on 
how we feel and less about the needs, interests, or concerns of the audience. 

Admiral Mullen writes: 

There has been a certain arrogance to our “strat comm” efforts. We’ve come 
to believe that messages are something we can launch downrange like a 
rocket, something we can fire for effect. They are not. Good communication 
runs both ways. It’s not about telling our story. We must also be better 
listeners.— 

Admiral Mullen implicitly affirms Dr. Zalman’s insights about the U.S.’s failure 
to understand the Muslim audience for much of our public diplomacy efforts. He 
writes: 

The Muslim community is a subtle world we don’t fully—and don’t always 
attempt to—understand. Only through a shared appreciation of the people’s 
culture, needs, and hopes for the future can we hope ourselves to supplant 
the extremist narrative. We cannot capture hearts and minds. We must 
engage them; we must listen to them, one heart and one mind at a time— 
over time.— 

Dr. Zalman notes that part of our credibility gap with the Muslim world arose 
from inconsistency between our words and our actions: 

Speakers will be judged by their deeds and policies as well as by their 
rhetoric. Communications must be crafted in which actions, policies, and 
rhetoric are mutually reinforcing activities.... Speakers who appear to say 
one thing while doing another will not be viewed as credible. Speakers 
whose actions, policies, and words embody a coherent intention have a 
greater chance of being viewed as credible.— 

Admiral Mullen goes even further: 

We hurt ourselves more when our words don’t align with our actions. Our 
enemies regularly monitor the news to discern coalition and American intent 
as weighed against the efforts of our forces. When they find a ‘say-do’ gap 
—such as Abu Ghraib—they drive a truck right through it. So should we, 


quite frankly. We must be vigilant about holding ourselves accountable to 
higher standards of conduct and closing any gaps, real or perceived, between 
what we say about ourselves and what we do to back it up.— 

Admiral Mullen also notes that many failures attributed to communication 
actually reflect deeper problems: 

I would argue that most strategic communication problems are not 
communication problems at all. They are policy and execution problems. 
Each time we fail to live up to our values or don’t follow up on a promise, 
we look more and more like the arrogant Americans the enemy claims we 
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are.— 

Recap: Best Practices from This Chapter 



From Warfighting 


Effective communication is fundamentally an interactive social 
process. It is thus a process of continuous mutual 
adaptation, of give and take, of move and countermove. 


Since communication is a fluid phenomenon, its conduct 
requires flexibility of thought. Success depends in large part on 
the ability to adapt—to proactively shape changing events to 
our advantage as well as to react quickly to constantly 

changing conditions. 


It is critical to keep in mind that the audience is not an 
inanimate object to be acted upon but a collection of living, 
breathing human beings with their own goals, concerns, 
needs, priorities, attention spans, and levels of desire 
even to be in a relationship with us. 


Lessons for Leaders and Communicators 

The only reason to communicate is to change something—to provoke a reaction. 
Communication is an act of will directed toward a living entity that reacts. An 







effective communicator never starts with “What do we say?” or “How do we tell 
our story?” but rather focuses on the goal: 

• What is the goal: How will things be different when communication has 
taken place? 

• Who is the audience: What does the audience care about now; what do we 
want the audience to care about when we’re done; what prevents the 
audience from caring about it? 

• How should we engage the audience so that it does care? 

• What does the audience need to see us do, hear us say, or hear others say 
about us in order to care about what we want it to care about? 

• How do we make that happen? 

The “1,000 songs in your pocket” slogan is clearly the result of just such a 
process that Steve Jobs and Apple engaged in to launch the iPod. 

Because any engagement provokes a reaction, and because the environment in 
which we communicate is constantly changing, we need to be able to adapt our 
engagement: 

• Adaptation requires keeping our focus on the goal, and modifying our 
behavior, our message, and our form of engagement so that we make 
continuous progress toward our goal. 

• Rigidly adhering to language (“Who’s on first”; “the fundamentals of our 
economy remain strong”; “Try it; you’ll like it”; “jihad”) even as we see 
we’re losing the support of our audience because of our word choice is a 
recipe for losing trust and confidence. 

Taking audiences seriously is hard. It requires us to avoid saying what makes us 
feel good (“What the hell did we do to deserve this?”; “I’d like my life back”) 
and to speak only in ways that cause the audience to respond the way we want it 
to. 

But this means listening. 

We can’t move an audience with us if we don’t meet the audience where it is. 

And we need to walk our talk. As Admiral Mullen says, “Each time we fail to 
live up to our values or don’t follow up on a promise, we look more and more 
like the arrogant Americans the enemy claims we are.”— 

Communication sets expectations; actions deliver on or shatter those 
expectations. 


2. Taking Audiences Seriously 


For Barry Mike it was a defining moment. He was a youngish chief speechwriter 
for the world’s second-largest computer company, Digital Equipment 
Corporation (DEC). Only IBM was bigger. It was 1992, the era of mainframe 
computers, and hardware companies were on top of the world. For the moment. 

But a rising force in the computer business was a software company run by a 
dynamic young leader. Microsoft was beginning to flex its muscles, and key to 
its success would be persuading those who ran computer networks in big 
companies and governments to prefer Microsoft’s operating system and 
computer applications over more corporate-focused rivals’. It wasn’t an easy 
sell. Most companies’ centralized computer systems and data centers ran 
software other than Microsoft’s. Microsoft was big in personal computers, which 
were just beginning to break out as a consumer market segment. But big 
companies weren’t installing Microsoft software beyond PCs. The perception at 
the time was that Microsoft may be good at PCs, but it wasn’t ready for 
mainframe prime time. 

That year Microsoft and DEC were working together, and the Microsoft CEO 
was scheduled to be the featured speaker at DECWorld, a one-company trade 
show that gathered thousands of senior corporate and government officials from 
around the world. The “Evening with Bill Gates” was a special attraction for 
DEC’S 1,000 top customers. And Mr. Mike was accountable for it. 

From a corporate perspective it was supposed to be a win-win for each company. 
DEC would provide Mr. Gates with the imprimatur of a respected midrange 
computer hardware manufacturer. And Mr. Gates would provide DEC with a 
younger, hipper cachet. The focus would be on how the two companies were 
great partners: He adult enough to be trusted with data centers; DEC hip enough 
to consider when buying PCs. Mr. Gates had begun to be seen as a celebrity, 
both within and beyond the world of technology. Part of the win for DEC was 
simply getting him to speak at the event; part of the appeal for the audience was 
the ability to see a celebrity in action, and to go away with some sense that they 
got the inside scoop directly from him. 

In the run-up to DECWorld, Mr. Mike met with Microsoft’s media relations 
representative to script the event. After much back and forth, Mr. Mike and the 
Microsoft rep, described by Mr. Mike as very smart, very focused, and 
uncompromising, reached an agreement on what Mr. Gates would say. They 
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DEC’S hardware, and how the two worked well together. 

Just before the event, the CEOs and communicators met to review Mr. Gates’s 
remarks. Around the table were Bill Gates, DEC’S founder and CEO Ken Olsen 
—who was revered by the world of technology, including by Mr. Gates—and 
the two companies’ communicators. Mr. Mike walked Mr. Gates through his 
presentation: the audience, the messages, and the key talking points. Mr. Mike 
explained the substance of the presentation—the rationale for it, the logic within 
it, and the reasons both companies’ communicators thought the message was 
right. 

Mr. Gates listened respectfully, then paused for a long time. Then he looked up 
and said, “No.” 

The others were dumbfounded. No? They had negotiated a deal. And now Mr. 
Gates said no? 

Mr. Gates said simply, “I don’t want to say that. I want to talk about something 
else.” 

Mr. Mike inquired, “What?” 

Mr. Gates said simply, “My house.He didn’t mean “house” as a metaphor for 
company. He meant his own house. He had just completed building a custom, 
66,000-square-foot home. It boasted a beyond-state-of-the-art technology 
infrastructure. It featured a world-class collection of digitized art, including 
masterpieces for which he had the exclusive digital rights. 

Although this was DEC’S event, and Mr. Olsen was theoretically the senior-most 
executive at the table, the group demurred. Mr. Gates would talk about his 
house. Not about Microsoft. Not about Microsoft’s operating system. And 
certainly not about DEC. It was a big disappointment for the DEC team. 

For the next 45 minutes Mr. Gates regaled his audience with tales of his house. 
He was relaxed, boyish, charming. He was utterly likeable. And his talk featured 
no discussion of business or computer technology (besides the gee-whiz devices 
and digital art in his home) or, especially, of DEC.- 

But, according to Mr. Mike in his blog, Strategic Leadership Communication, 
the audience got a very strong message: Microsoft can and should be your 
corporate partner, whether you go with DEC or not.- 

According to Mr. Mike, Mr. Gates connected with his audience in ways that the 
two companies’ speechwriting teams could not have imagined. He was 
simultaneously operating on two levels: While seemingly talking about his 


house, he was really delivering an identity message about why the audience 
would want to do business with him.- 

What Bill Gates Said/What the Audience Heard 

When Bill Gates said, “I am building a 66,000-square-foot house,” the audience 
heard, “I’m very rich and very successful. An awful lot of customers must think 
I’m doing something right!”— 

When Bill Gates said, “with a sophisticated information technology 
infrastructure,” the audience heard, “I understand how all the elements of 
technology fit together as well as anyone, including DEC. You can trust me as a 
corporate technology partner.”- 

And when Bill Gates said, “populated by digital reproductions of great 
masterpieces,” the audience heard, “Olsen may be a pioneer, but I’m a visionary. 
The world is going digital, even art. And it’s all software, where I excel. If you 
want to be part of the future, work with me.”- 



From Warfighting 

It is essential that we understand the enemy on his own terms. We should 
not assume that every enemy thinks as we do, fights as we do, or has the 
same values or objectives. 


It is essential that we understand the audience on its own terms. 
We should not assume that every audience thinks as we do, 
decides as we do, or has the same values, goals, 

or concerns as we do. 


What Barry Mike realized in DECWorld’s “Evening with Bill Gates” is that 
audiences don’t care about what companies care about. And that an effective 
leader knows how to connect with an audience on the things the audience cares 
about. 

Bill Gates knew that an audience of technologists wouldn’t necessarily perceive 
Microsoft’s product features or prices as superior to its rivals’, even with DEC’S 
backing. And that night they wouldn’t even care about product features. They 
were there for an “Evening with Bill Gates”—to be in his Dresence—not for a 





product demonstration. Mr. Gates knew that he needed the audience to do more 
than just want to hear him speak: He needed the audience to want to do business 
with him. And he knew that what would turn them on was not the attributes of 
an operating system, but the consequence of his vision. He needed to get them 
excited about what the future held, for them and for a world where technology is 
ubiquitous. 

Mr. Mike and his boss, DEC CEO Ken Olsen, and even Mr. Gates’s own staff, 
had approached the evening from the wrong direction: What do we want to say 
about our companies and products? Mr. Gates approached it from a different 
perspective: What will it take for the audience to want to do business with me? 
How can I make a connection with this audience? 

It worked. Mr. Gates turned his audience on. He came across as the cool kid that 
everyone would want to partner with. 

He was able to signal that he was ready for corporate prime time, but in a way 
that seemed totally innocuous. He was able to neutralize the concerns of the 
audience without showing disrespect to DEC. 

In his blog Mr. Mike says that communication comes across on three basic 
levels: content (what you have to say), identity (how you come across saying it) 
and relationship (how you relate to those with whom you communicate). 
Audiences pick up on all three.- 

Knowingly or not, Mr. Mike and Mr. Gates were channeling Aristotle. The 
Greek philosopher advised that to engage an audience a speaker must master 
three things: 

1. Logos: reasoning, logical argument, empirical evidence, rational 
explanation, and facts; 

2. Ethos: an element of personal character, identity, or personal attributes; 
the characteristic spirit and prevalent tone or sentiment of a person, 
people, or community; 

3. Pathos: emotion, passion, and especially triggering an emotional reaction 
from and connection with the audience. 

DEC and the speechwriters had focused exclusively on Logos, on facts and 
logical exposition of product attributes. Bill Gates chose to lead with Ethos over 
Logos. There was still argument, but only enough to support the Ethos 
represented by his story about his home. But the result was Pathos: an emotional 
connection with the audience. 

DEC, in the person of technologist Ken Olsen, had long believed that the best 


technology would win out. Mr. Gates understood that technology, by itself, 
didn’t sell anything. He needed to make his audience feel that he and Microsoft 
could be trusted in their data centers. And he knew that getting the audience 
excited about the potential of software—not what it is but what it makes possible 
—was the way to do it. 

Mr. Gates connected with the audience. He finished his talk to healthy applause. 
Mr. Olsen got up from his seat and began walking to the stage to thank Mr. 

Gates. But then Mr. Gates offered to take questions. Mr. Olsen, already at the 
stage stairs, sat on the stairs in order to give Mr. Gates the stage. A Boston Globe 
photographer captured the moment. The next morning the Globe ran a story with 
the picture. It showed the elder statesman Mr. Olsen sitting at the feet of the up- 
and-coming Mr. Gates. It told a story in metaphor, signaling a change in the 
business: the ascendancy of software over hardware.- 

As the decade of the ’90s unfolded, Microsoft went on to fame, fortune, and 
controversy. Digital Equipment Company, slow to adapt to the changing market, 
saw its fortunes decline, and eventually was snapped up by Compaq Computer, 
now part of HP. 

Effective leaders begin with stakeholder perspectives always in mind. Then they 
use all three of Aristotle’s attributes—Logos, Ethos, Pathos—simultaneously to 
both connect with and move their audience. 

Companies often dismiss the significance of Ethos and Pathos. They stay stuck 
in Logos, to their and their stakeholders’ ultimate disappointment. Consider the 
wildly successful video rental service Netflix, and how it failed to consider 
either Ethos or Pathos in a communication with stakeholders that ultimately cost 
it dearly. 

Netflix Misfires—Twice 

On July 12, 2011, Netflix customers received a curious e-mail. 

Netflix had become a leader in the home video rental business by leapfrogging 
rivals such as Blockbuster and offering an easy-to-use service with easy-to- 
understand pricing. At the time of the announcement, Netflix offered a flat 
monthly fee for unlimited television and movie viewing in two different formats. 
Customers could receive DVDs one at a time by mail, and also watch unlimited 
streaming videos online, for a flat monthly fee of $9.99. Customers who wanted 
only streaming videos could pay only $7.99. Most customers opted for the 
bundled service, $9.99 for unlimited streaming videos and one-at-a-time DVDs. 



But on July 12, customers’ in-boxes contained a note from Netflix. The same 
note also appeared on the company’s blog. It began with the name of someone 
most customers didn’t know: “Jessie Becker here to share two significant 
changes at Netflix with you.”— Ms. Becker was Netflix’s VP of marketing. 

Her note began by announcing the establishment of two new DVD-only plans, a 
one-at-a-time plan for $7.99 per month, and a two-at-a-time plan for $11.99.— 
She emphasized that these were the lowest prices ever for unlimited DVDs. So 
far, so good. 

The next paragraph, however, left people initially confused: 

Second, we are separating unlimited DVDs by mail and unlimited streaming 
into separate plans to better reflect the costs of each and to give our 
members a choice: a streaming only plan, a DVD only plan or the option to 
subscribe to both. With this change, we will no longer offer a plan that 
includes both unlimited streaming and DVDs by mail.— 

That somewhat dense paragraph wasn’t particularly easy to follow. What did it 
mean to no longer offer a plan that includes both unlimited streaming and DVD 
by mail? Were they canceling something, or simply not taking new customers? It 
wasn’t clear. The next paragraph, where one would expect an explanation, was 
about price. And it made people angry: 

So for instance, our current $9.99 a month membership for unlimited 
streaming and unlimited DVDs will be split into 2 distinct plans: 

Plan 1: Unlimited Streaming (no DVDs) for $7.99 a month. 

Plan 2: Unlimited DVDs, 1 out at-a-time (no streaming), for $7.99 a month. 

The price for getting both of these plans will be $15.98 a month ($7.99 + 
$7.99). For new members, these changes are effective immediately; for 
existing members, the new pricing will start for charges on or after 
September 1, 2011.”— 

In other words, customers had to choose: Give up DVDs, or give up streaming, 
or pay $15.98 a month for bundled service that previously cost only $9.99. A 
price increase of 60 percent. But that increase wasn’t made explicit in the e-mail. 
Customers had to do the math themselves. And it came with an added 
inconvenience: Instead of a single bundled plan, customers would need to 
maintain two separate plans. Without any discount for having both. 

But the longest section of the note was the explanation. And it wasn’t satisfying. 
It spoke about the company’s operations, the company’s concerns about the 
viability of the DVD business, and an internal company reorganization: 


Why the changes? 

Last November when we launched our $7.99 unlimited streaming plan, 
DVDs by mail was treated as a $2 add on to our unlimited streaming plan. 

At the time, we didn’t anticipate offering DVD only plans. Since then we 
have realized that there is still a very large continuing demand for DVDs 
both from our existing members as well as non-members. Given the long life 
we think DVDs by mail will have, treating DVDs as a $2 add on to our 
unlimited streaming plan neither makes great financial sense nor satisfies 
people who just want DVDs. Creating an unlimited DVDs by mail plan (no 
streaming) at our lowest price ever, $7.99, does make sense and will ensure 
a long life for our DVDs by mail offering. Reflecting our confidence that 
DVDs by mail is a long-term business for us, we are also establishing a 
separate and distinct management team solely focused on DVDs by mail, led 
by Andy Rendich, our Chief Service and Operations Officer and an 11 year 
veteran of Netflix. 

Now we offer a choice: Unlimited Streaming for $7.99 a month, Unlimited 
DVDs for $7.99 a month, or both for $15.98 a month ($7.99 + $7.99). We 
think $7.99 is a terrific value for our unlimited streaming plan and $7.99 a 
terrific value for our unlimited DVD plan. We hope one, or both, of these 
plans makes sense for our members and their entertainment needs.— 

What was remarkable about that explanation is that it was all framed from the 
perspective of the company. Not about customers, or about customer desires, 
behavior, or preferences. Nothing about customer convenience, ensuring quality 
service, or broadening the selection. It was all about the internal operations of 
Netflix and its view of the viability of the DVD business. 

It was as if the company didn’t care about its customers’ likely reaction. There 
was no acknowledgment of any inconvenience to customers, or even of an all-in 
price increase. It was an exercise in corporate-speak, not in human connection. 
And instead of closing with an expression of gratitude for the customer’s loyalty, 
the note simply said, 

As always, our members can easily choose to change or cancel their 
unlimited streaming plan, unlimited DVD plan, or both by visiting Your 
Account.— 

Many chose to cancel. Presented with an apparent take-it-or-leave-it choice, it 
was easy for customers, especially those who had a negative emotional reaction, 
to simply click on the link and cancel. 

Within hours the blogosphere and Twitter were flooded with customer 


complaints. The company’s own blog saw more than 12,000 comments. Most 
were very negative. Some were angry, as exemplified in this comment by Aimee 
Reinhart Avery: 

You’ve managed to pretty much piss off all your customers, including me! 

Is this your real plan? If so you’re doing a good job. I’ve decided to become 
even more friendly with my local Redbox [a competitor that offers DVDs in 
kiosks at supermarkets]. It may not deliver to my mailbox, but since I have 
to go to the grocery store to get the popcorn, I’ll go ahead and get my 
movies there too!— 

Some spoke about competitors offering better deals, such as this comment by 
Craig Harkins: 

Hey Netflix—You just raised my prices 60%. 

I’ll be giving you some time to fix this before September 1st, but if nothing 
changes, I will be canceling everything and finding someone else like 
Amazon to pay. Most of the titles I want to see are only on DVD, so paying 
that much for streaming, plus that much more for DVD (with no price break 
for being a loyal customer and combining the two plans) isn’t attractive to 
me as a consumer. 

You have competitors, they are ramping up their offerings, expect to lose a 
lot of your base soon. (How much are you paying per gross add and net add 
now? Do you have a big increase in the marketing budget planned to try to 
acquire enough customers to make up for the churn you’ll see from this 
pricing move?)— 

And some were in the form of a breakup letter, such as this from Greg 
Heitzmann: 

Dear Netflix, 

To say the least, I am shocked and appalled at your recent behavior. It seems 
like yesterday we were the best of friends. You informed me with your 
poignant documentaries; I always laughed at your corny B horror flicks. For 
four years you’ve been the gracious receptacle of my hard earned money, 
but alas, your current actions have forced me to reevaluate our relationship. 
Your nominal price increase, while unexpected, does not deter my loyalty. 
However, your mouthpiece Jessie Becker’s presentation of this upcharge— 
as an added choice for my own benefit—insults my intelligence and reveals 
the breadth of your arrogance. Had I been treated like an adult and informed 
of these changes in a straightforward, honest manner, perhaps we could 
rekindle our spark. Unfortunately, this course of action is no longer 



available; your condescending and manipulative tone has irreparably ruined 
our relationship. 

Sincerely, 

Your ex-customer— 

The news media was quick to seize upon the story, with ample coverage of 
customers’ angry reaction. The stock market also reacted. While the stock rose a 
bit immediately after the announcement, to just about $300 per share, within two 
months—as investors began to recognize the financial impact of customer 
defections—the stock had fallen by a third, to $200. 

All the while, Netflix was silent, as customers continued to abandon the 
company in the run-up to the September 1 price increase. 

Netflix fell into a trap many companies and leaders often find hard to avoid: It 
communicated at its stakeholders, not with them. Its leaders saw the world 
through the perspective of their own operations, and simply conveyed their 
business decision to stakeholders using their own frame of reference. But that 
frame of reference almost never succeeds in winning stakeholders’ hearts and 
minds, especially when there’s a potentially negative impact on them. 

The gifted crisis manager James E. Lukaszewski, in a gem of a book called 
Influencing Public Attitudes, notes that audiences typically don’t care about a 
company’s operations. They don’t have sympathy for the business challenges or 
logistical issues a company may face. They care only about the impact on them. 
Lukaszewski says that audiences don’t care because they can’t care. Audiences 
don’t know—and don’t want or need to know—about a company’s internal 
operations in order to be customers. To get an audience to care, a company and 
its leaders need to begin with the audience’s concerns and then link those 
concerns to what the company is doing. - 

For leaders who live and breathe the company’s operations, this common-sense 
observation is hard to grasp. Audiences have their own ideas, their own 
concerns, their own frames of reference. And if we want to maintain their trust 
and confidence, we need to start by taking those ideas, concerns, and frames of 
reference seriously. We can’t move them if we don’t meet them where they are. 
But that means knowing where they are, knowing how to meet them there, and 
then meeting them. But the first step is even caring about where they are. 

Netflix didn’t meet its customers where they were. Rather, it asked its customers 
to meet the company where it was. It framed its communication with customers 
in the voice of the marketing vice president, who spoke about the changes in the 
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inconvenience—or even the increased all-in price—to the customers. It was all 
Logos, no Ethos or Pathos. 

In the process, Netflix failed to anticipate the emotional reaction its customers 
had—both to the price increase and to the manner in which it was conveyed. 

And Netflix seemed to be blindsided by the anger. 

Second Stumble 

Netflix was silent for the next two months. Then, on September 18 Netflix 
customers received an even more curious e-mail, this time from Netflix CEO 
Reed Hastings. His note was also posted on the company’s blog, along with a 
video version. Mr. Hastings began by acknowledging Netflix’s missteps in the 
July announcement: 

I messed up. I owe you an explanation. 

It is clear from the feedback over the past two months that many members 
felt we lacked respect and humility in the way we announced the separation 
of DVD and streaming and the price changes. That was certainly not our 
intent, and I offer my sincere apology.— 

It was a good beginning. It came from the top of the company. It acknowledged 
that Netflix was listening to customer feedback. It noted that customers were 
angry with the company. It started with both Ethos (I messed up) and Pathos 
(members felt we lacked respect and humility). And his apology seemed (so far) 
to be sincere. 

Then he went on to give an explanation, first about the nature of the July 
announcement. He noted the need to adapt quickly to a changing market, and 
made reference to two companies that had been pioneers but had not been able to 
adapt. One, Borders, had gone out of business earlier that year. His point seemed 
to be that to continue to survive, Netflix needed to evolve beyond its initial 
business model. He didn’t say it outright, but that was a reasonable interpretation 
of his explanation: 

Let me explain what we are doing. 

For the past five years, my greatest fear at Netflix has been that we wouldn’t 
make the leap from success in DVDs to success in streaming. Most 
companies that are great at something—like AOL dialup or Borders 
bookstores—do not become great at new things people want (streaming for 
us). So we moved quickly into streaming, but I should have personally given 
you a full explanation of why we are splitting the services and thereby 


increasing prices. It wouldn’t have changed the price increase, but it would 
have been the right thing to do.— 

Mr. Hastings noted that the price increase would have been necessary in any 
event. And he acknowledged his failure to give an appropriate explanation of the 
reasons. His e-mail continued: 

So here is what we are doing and why. 

Many members love our DVD service, as I do, because nearly every movie 
ever made is published on DVD. DVD is a great option for those who want 
the huge and comprehensive selection of movies. 

I also love our streaming service because it is integrated into my TV, and I 
can watch anytime I want. The benefits of our streaming service are really 
quite different from the benefits of DVD by mail. We need to focus on rapid 
improvement as streaming technology and the market evolves, without 
maintaining compatibility with our DVD by mail service. 

So we realized that streaming and DVD by mail are really becoming two 
different businesses, with very different cost structures, that need to be 
marketed differently, and we need to let each grow and operate 
independently.— 

The key new insight in his explanation is the recognition that the dynamics of 
the two forms of video delivery—physical DVDs by mail, and streaming video 
via the Internet—were diverging into separate businesses. 

But as in the July announcement, the explanation was all about the company. He 
didn’t explain what he meant by the “need to focus on rapid improvement as 
streaming technology and the market evolves, without maintaining compatibility 
with our DVD by mail service.” He may have meant the desire to provide faster 
downloads, greater selection, greater product variety, or any manner of things 
customers might care about. But it seemed to be just more corporate-speak. 

But the next three paragraphs went well beyond explaining the July decision. 
Rather, they offered a stunning new piece of information. The company would 
split in two: 

It’s hard to write this after over 10 years of mailing DVDs with pride, but we 
think it is necessary: In a few weeks, we will rename our DVD by mail 
service to “Qwikster.” We chose the name Qwikster because it refers to 
quick delivery. We will keep the name “Netflix” for streaming. 

Qwikster will be the same website and DVD service that everyone is used 
to. It is just a new name, and DVD members will go to qwikster.com to 



access their DVD queues and choose movies. One improvement we will 
make at launch is to add a video games upgrade option, similar to our 
upgrade option for Blu-ray, for those who want to rent Wii, PS3 and Xbox 
360 games. Members have been asking for video games for many years, but 
now that DVD by mail has its own team, we are finally getting it done. 

Other improvements will follow. A negative of the renaming and separation 
is that the Owikster.com and Netflix.com websites will not be integrated. 

There are no pricing changes (we’re done with that!). If you subscribe to 
both services you will have two entries on your credit card statement, one 
for Qwikster and one for Netflix. The total will be the same as your current 
charges. We will let you know in a few weeks when the Qwikster.com 
website is up and ready.— 

Unstated in that explanation “ Owikster.com and Netflix.com websites will not 
be integrated” was a new wrinkle for those customers who still wanted to 
maintain both DVD and streaming video service: Not only would they be paying 
more than previously, but now they would need to log into two separate Web 
sites and maintain two separate accounts. And the stated reason seemed to be 
merely the difference in name of the two different delivery options. Customers 
weighing the inconvenience against the stated reason—the new name—didn’t 
understand how the trade-off benefited them. 

Mr. Hastings closed by reaching out to his customers: 

I want to acknowledge and thank you for sticking with us, and to apologize 
again to those members, both current and former, who felt we treated them 
thoughtlessly. 

Both the Qwikster and Netflix teams will work hard to regain your trust. We 
know it will not be overnight. Actions speak louder than words. But words 
help people to understand actions. 

Respectfully yours, 

-Reed Hastings, Co-Founder and CEO, Netflix.— 

Rather than resolve customer concerns, Mr. Hastings’s letter only made matters 
worse. Although he had apologized for treating customers thoughtlessly in the 
July announcement, many customers thought this letter was even more 
thoughtless, and they had an even worse reaction. As in July, this e-mail was 
framed from the company’s perspective: the split between DVDs and streaming 
were described in language about the company’s business model. It didn’t 
acknowledge the impact of the two separate services on customers. Customers 
were not amused. But Netflix seemed surprised bv their reaction. 









From Warfighting 


We must try to see ourselves through our enemy’s eyes in order to 
anticipate what he will try to do so that we can counteract him. 


We must try to see ourselves through our audience’s eyes in order 
to anticipate what the audience will do so that we may adapt our 

engagement to secure the desired outcome. 


The media covered the current wave of customer anger and revisited the initial 
July backlash, including the fact that hundreds of thousands of customers had 
canceled their membership. 

The next day Investor’s Business Daily newspaper covered both Netflix 
customers’ anger and its investors’ puzzlement. The story, by reporter Patrick 
Seitz, headlined “Netflix Tries Damage Control; Qwikster Doesn’t Help,” began, 
“Netflix on Monday apologized for angering customers over a recent price 
increase, then turned around and angered them once more by splitting its DVD 
and streaming video business.”— 

Several days later New York Times technology columnist David Pogue captured 
the mood of his fellow Netflix customers. Mr. Pogue recounted how ten years 
earlier he had written a column praising Netflix, but how the company’s recent 
stumbles had caused him to reconsider. Writing about his initial praise, he said: 

The best part is the conclusion of that column, where I called Netflix “a 
shining example of a dot-com that’s still in business because it’s an 
indisputable consumer win, not just a greed play.” 

O.K., I stand corrected.— 

Mr. Pogue then cataloged his and other Netflix customers’ disappointment: 

In July, Netflix enraged its 25 million customers by abruptly jacking up the 
price of its DVD plus streaming-movies plan by 60 percent—from $10 a 
month to $16. 

When I wrote about the turnabout, I noted that the most frustrating part was 
the incomprehensible explanation that Netflix provided... 

In any case, Netflix subscribers were furious. In a matter of weeks, one 





million of them canceled their memberships. 

So a few days ago, Reed Hastings, Netflix’s chief executive, sent Netflix 
members an e-mail message that got off to a good start. Mine read: 

“Dear David, I messed up. I owe you an explanation. 

“It is clear from the feedback over the past two months that many members 
felt we lacked respect and humility in the way we announced the separation 
of DVD and streaming and the price changes. That was certainly not our 
intent, and I offer my sincere apology. Let me explain what we are doing.” 

Ah. O.K., good. We’ve seen this movie before. Corporation bumbles, 
apologizes, makes things right. Business schools take note. Life goes on. 

But this time, Mr. Hastings did not follow the formula. He only pretended 
to.2Z 

Mr. Pogue then highlighted the customer service consequences of splitting the 
DVD service into Qwikster and the streaming service into Netflix: the need to 
visit two separate Web sites, maintain two accounts, pay two separate credit card 
bills; view separate movie catalogs; deal with two different order lists—in other 
words, lots of inconvenience for the customer, all the while costing more. - 
Mr. Pogue closed his column by criticizing Netflix’s leadership: 

I confess: I’m utterly baffled. 

At why Netflix, long hailed for its masterfully gracious customer focus, has 
suddenly become tone-deaf to the effects of its clumsy elephant-in-a-china- 
shop maneuvers. 

At the reasons behind all of these shenanigans. Yes, of course, fewer people 
use DVDs, but come on, they haven’t all fallen off a cliff simultaneously. 

At why Mr. Hastings thinks it helps to say “I messed up” without actually 
making things right. That’s one of the hollowest apologies I’ve ever heard. 
It’s lip service. It’s like the politician who says, “I’m sorry you feel that 
way.” You’re not sorry—in fact, you’re still insisting that you’re right. 

In the end, though, what makes me unhappiest is how calculated all of this 
feels.... 

Yes, Mr. Hastings, you did mess up. Twice.— 

Netflix’s stock fell on the news. It had been at $300 just after the July 
announcement; it was at $233 on September 1. By October 1 it had fallen to 
$113. In other words, Netflix stock had lost nearly two-thirds of its market value 
since the July announcement. 


Yet Another Stumble? 


Then on October 10, just three weeks after announcing the split, a chastened 
Reed Hastings sent an e-mail to customers (also posted on the company blog). It 
was not expansive; it offered little explanation or apology. But in it Mr. Hastings 
reversed course. The very brief e-mail began: 

It is clear that for many of our members two websites would make things 
more difficult, so we are going to keep Netflix as one place to go for 
streaming and DVDs. 

This means no change: one website, one account, one password...in other 
words, no Qwikster. 

While the July price change was necessary, we are now done with price 
changes.— 

There was then a single paragraph about increases in the offerings of several 
movie and TV production studios.-- Mr. Hastings closed with this: 

We value our members, and we are committed to making Netflix the best 
place to get movies & TV shows. 

Thank you. 

-Reed— 

The move was welcomed by some customers, such as Lori Burelle, who posted a 
comment about Mr. Hastings’s post: 

Finally, someone at Netflix listened to reason and to the customers. I was 
telling my mom yesterday that I was going to cancel after a 6 year 
relationship. Now it looks like I will be staying, at least for now.— 

But for some customers, such as Alison Green, it was too late: 

Was customer discontent with the prospect of 2 separate sites really a 
surprise? It seems like it could have been easily anticipated by anyone who 
understands how people use the service. Kind of disconcerting that the 
company didn’t figure this out BEFORE making the initial announcement 
(and before I canceled my DVD subscription in disgust, something I will not 
reverse at this point).— 

But there was also anger at Mr. Hastings, such as from Geoffrey Sperl, who 
canceled his membership in favor of a much more expensive alternative: 

Sorry, Reed...you’ve already screwed yourself in my eyes (the account was 
cancelled on Friday and I’ve already re-subscribed to cable) and I’m echoing 


what the others said: It’s time for you to go. You’re no [Apple, Inc. CEO] 
Steve Jobs, and this sort of flip-flopping is bad for your customers, your 
employees, and your stockholders.— 

Balaji Krishnapuram was among many who posted an explicit call for Mr. 
Hastings to go: 

It’s time to fire Reed Hastings. Here’s a great way to destroy a company: 

1. Infuriate customers by nearly doubling prices at one shot. 

2. Make sure that significant numbers leave. If they still did not leave 
because of the price hike, well, kick them out by giving them even less 
value for the same $ (e.g., they have to maintain separate lists of movies 
in their queue). 

3. Watch the share price drop like a rock. 

4. Reverse the decision with a major PR fiasco that broadcasts the total lack 
of leadership.— 

The stock would continue its slide, and close at $78 in late October, and under 
$70 in late November, from $300 just after the July 12 announcement. In other 
words, a loss of market value of nearly 75 percent. And the defection of more 
than a million customers. And some meaningful resentment and mistrust among 
many remaining customers. 

Restraining the Imperious Executive 

Netflix’s self-inflicted harm came from failure to take stakeholder concerns 
seriously. In the tone and content they seemed not to care about customers’ 
reactions, not even to have anticipated the anger. The communications—directed 
to millions of customers—seemed to have been dashed off on the spot, without 
consideration of alternative ways to engage customers, to write from the point of 
view of customers. 

Leaders are particularly prone to seeing the world from the perspective of their 
own organization, and to fail to consider—or to dismiss as irrelevant—the 
concerns of stakeholders. This is an occupational hazard that needs to be 
acknowledged and managed. The Wall Street Journal’s “Business World” 
columnist Holman Jenkins gave such advice to his readers, when he 
admonished: 

Organizations need defenses against their charismatic leaders. Otherwise 
such individuals can too readily bully or seduce others into supporting their 
vainglorious illusions.— 


I’ve taught this principle to students and clients since it was first articulated by 
Mr. Jenkins in 1998. Among the vainglorious illusions leaders often harbor— 
whether they’re CEOs or religious leaders or politicians—is that they don’t need 
to take stakeholder concerns seriously. But they do. At least if they want to 
establish long-term trust and confidence. And sometimes if they even want to 
keep their jobs. 

Consider Robert Nardelli’s experience at Home Depot. If Netflix’s customers 
thought the CEO didn’t care, Home Depot’s investors thought the CEO was 
outright hostile to them. 

In the 1990s Bob Nardelli was a superstar of corporate leadership, one of the top 
contenders to succeed Jack Welch at General Electric. Mr. Welch once called 
him “the best operational executive I’ve ever met.”—When Mr. Welch 
announced his pending retirement in 2000, he identified three potential 
successors: Mr. Nardelli, then head of GE Power Systems; Jim McNerney, head 
of GE Aircraft; and Jeff Immelt, head of GE Healthcare.— 

Mr. Immelt got the job, and remains GE CEO to this day. Jim McNerney left to 
mn Minnesota-based 3M and now is CEO of Boeing, Inc. 

Minutes after Mr. Nardelli was told he wouldn’t get the top GE job, he got a 
phone call from a GE director who was also chairman of Home Depot. Ken 
Langone had bankrolled Home Depot’s rise to second place, behind Wal-Mart, 
in American retail. He is sometimes credited as a co-founder. In 1978 he 
organized the financing for Bernard Marcus and Arthur Blank, the actual co¬ 
founders, to start the company. Mr. Langone knew that Mr. Nardelli had just lost 
out on the top GE position. He told him, 

You probably could not feel worse right now. But you’ve just been hit in the 
ass with a golden horseshoe. And I’ve got the horseshoe.— 

By early December 2000, Bob Nardelli was chief executive officer of Home 
Depot. He inherited a company with a freewheeling, customer-focused culture. 
Store managers enjoyed great freedom with little oversight. It was sometimes 
referred to as a “cowboy” culture. 

Mr. Nardelli launched three initiatives that each put great stress on the company, 
its culture, and, ultimately, its investors: centralization, cost containment, and 
diversification. 

He centralized operations and disempowered store managers. For example, he 
collapsed nine regional purchasing departments into one unit, based in the 
company’s Atlanta headquarters. He placed a human resources manager, 
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forms across the company from 157 to 2. In other words, he moved the company 
from a place with significant autonomy and replaced it with a command-and- 
control culture. The changes caused resistance among the workforce. At the 
company’s 2003 annual shareholder meeting some workers were on hand to 
cheer him on, but the tensions in the workplace never fully resolved themselves. 

Mr. Nardelli undertook significant cost-containment initiatives. He replaced full¬ 
time tradesmen (plumbers, carpenters, etc.) walking the floor of Home Depot 
stores with part-time salespeople. He introduced self-checkout lanes. He 
abandoned Home Depot’s very popular no-receipt, no-time-limit, cash refund 
policy. And he introduced Six Sigma, the dominant management discipline at 
GE. 

The effect on customers was pronounced. Co-founders Bernie Marcus and 
Arthur Blank had walked the floor of Home Depot stores preaching that 
employees should “make love to the customers.” Under Mr. Nardelli’s cost 
cutting, the love was nowhere to be found. Customer service complaints 
skyrocketed as the quality of salespeople’s advice and service declined. Rivals, 
such as the newer and often more tidy Lowe’s, attracted customers who left 
Home Depot. 

Employees also bristled under increasing pressure and decreasing autonomy. 

The introduction of Six Sigma plus the arrival at corporate headquarters of 
former GE executives into Mr. Nardelli’s inner circle led some employees to call 
the company “Home GEpot.” 

But it was Mr. Nardelli’s diversification strategy that proved most controversial. 
He sought to expand Home Depot’s market by expanding both its customer base 
and its product offerings. Home Depot entered the market for large home 
appliances such as stoves, refrigerators, and washing machines. It developed 
service businesses, such as home installation and repair, a shift from the do-it- 
yourself model to a we-do-it-for-you model. But most significantly, he expanded 
into the business of contractor services, providing large-volume materials for 
construction sites, marketing not to the do-it-yourself home market but to the 
professional builder market. 

The three initiatives led to some success. By 2006 revenues had nearly doubled, 
and profit margins rose significantly. But the stock didn’t keep pace. In fact, it 
underperformed the Standard & Poor’s index. From the time Mr. Nardelli took 
office to the time of the 2006 annual meeting, Home Depot stock had fallen by 6 
percent. That of arch rival Lowe’s had risen by 173 percent. 



Analysts expressed concern about Home Depot wandering away from its core 
business into areas it didn’t know well. They were also concerned about Mr. 
Nardelli’s compensation. Even as the stock remained flat for the period of his 
tenure, he received outsized compensation. In early 2006 the New York Times 
calculated his compensation over the previous five years as more than $245 
million.- Investors’ grumbling got louder as the 2006 annual meeting 
approached. 

Typically, companies’ annual meetings follow a ritual. The board of directors 
usually is in town for a board meeting, and all or most of the board members 
stick around for the meeting. There’s usually a company overview by the CEO, 
followed by questions from shareholders. And shareholders are asked to vote on 
major matters of governance, such as the election of directors, the appointment 
of auditors, or various corporate policies. But the 2006 Home Depot meeting 
would be different. 

The meeting was scheduled for May 25, 2006. Investors were already in a foul 
mood. In February Home Depot had slipped to last place in customer satisfaction 
among major American retail stores, according to the annual University of 
Michigan Consumer Satisfaction Index.- 

A week before the meeting the company announced that it would no longer 
disclose same-store sales, a crucial metric of revenue growth for retail 
establishments.— It is one of the first pieces of data investors look for to 
determine the health of a retail company. Home Depot argued that its 
diversification made same-store sales reporting less relevant than it used to be. 
Analysts objected. Some called the move “curious,” “strange,” “irresponsible,” 
and even “highly suspect.” They wondered whether the company was trying to 
cover up or paper over fundamental weaknesses in their retail stores. Others 
argued that Mr. Nardelli was converting Home Depot from a customer-focused 
retailer into a diversified, low-margin, business-to-business company similar to 
what Mr. Nardelli had left at General Electric. 

Two days before the meeting, the New York Times profiled Mr. Nardelli’s 
compensation. It also predicted a showdown at the Wilmington, Delaware, 
annual meeting. -- Investor groups, angry about the CEO’s compensation and the 
poor stock performance, wanted to vote on the board’s compensation committee 
report. They also urged that shareholders withhold their votes for two nominated 
directors, as a protest over Mr. Nardelli’s pay. They planned a rally outside the 
meeting hall. Institutional Shareholder Services, which advises large investors, 
told the Times that there was a disconnect between Mr. Nardelli’s compensation 


and investors. In a report to its clients two weeks before the meeting, ISS had 
said, 

...poor compensation design, a lucrative employment agreement, and 
arguably egregious compensation practices call into question the fitness of 
the company’s Compensation Committee members to serve as directors.— 

Emotions were running high. Attendees arriving at the hotel and conference 
center in Wilmington were greeted by the spectacle of picketers dressed in 
chicken suits, chanting, “Hey Bob, why are you chicken, while your stock price 
takes a lickin’?” 

This annual meeting was different from most others. To start, except for 
executives, there were no board members in attendance. This was virtually 
unprecedented. Charles Elson, a corporate governance expert at the University of 
Delaware, told the New York Times, “Your one obligation as a director is to 
show up at the annual meeting. The fact that the directors didn’t show up is 
disgusting.”— 

Investors had more disgust ahead of them. 

Mr. Nardelli convened the meeting promptly at 10 am. Rather than the 
traditional year-in-review corporate overview, Mr. Nardelli began the meeting 
by moving straight to the election of directors. He announced that questions 
would be limited to one minute per person. The time limit was reinforced by two 
large digital countdown timers on the stage. This was also extremely rare. 

The first questioner expressed concerns about possible conflicts of interest on 
the board. He asked, “What steps will the board take to address these conflicts?” 
Mr. Nardelli dismissed the question. “This is not the forum in which to address 
these comments,” he told the shareholder.— 

A shareholder asked a question about the nominated directors. “If the candidates 
are up for election, can we be introduced to them?” Mr. Nardelli said, “They are 
not in attendance today.” The shareholder responded, “I think it is absolutely 
outrageous that the board is not here. The board is too chicken to face the 
shareholders.” As he spoke, the timer hit zero and his microphone was shut 
off.— 

After ten minutes, the question period ended and the meeting turned to the 
consideration of shareholder proposals. Proponents were given three minutes to 
explain their motions. The first proposal was that shareholders be allowed an 
advisory vote on executive pay. The shareholder bringing the motion outlined 
the reasons. Mr. Nardelli said only, “The board recommends you reject this 


proposal.”— 

The meeting continued in a similar vein. 

One shareholder stood to discuss his proposal that the roles of CEO and 
chairman be split, but took the occasion to criticize Mr. Nardelli’s handling of 
the meeting. “I love Home Depot. I came here wanting to buy more stock. But 
I’m totally offended by the way you are conducting this meeting. Are we even 
going to have an opportunity to ask questions?” Mr. Nardelli declined to answer. 
The shareholder said, “If this is the way you are conducting this meeting, I can 
see why GE didn’t pick you.” Mr. Nardelli said simply, “The board recommends 
you reject this proposal.”— 

After all eight proposals had been made, Mr. Nardelli called for a vote, and 
declared the outcome before all ballots were counted and without telling 
shareholders what the vote totals were or how the shareholder proposals did. 

The meeting was adjourned at 10:37 am. There had been no substantive 
interaction between the company’s management and investors and no 
introduction of directors (who had been absent). Only procedural, formalistic 
interaction that was widely seen to be rude, or worse. 

New York Times business columnist Joe Nocera, a seasoned annual meeting 
observer, had been at the meeting. He summarized the shareholders’ reactions: 

Afterward, the words on people’s mouths are “appalling,” “disgraceful” and 
“arrogant.” I would add one more: contemptuous. I’m sure there are plenty 
of boards and chief executives who have contempt for their shareholders, but 
most of them are at least smart enough to keep it to themselves. On 
Thursday morning, in Wilmington, Del., Mr. Nardelli and the Home Depot 
board let the world know exactly how it feels about the people for whom 
they are supposed to work. 

One more thing: late yesterday, Home Depot issued a statement that said in 
part, “While we understand that the approach we took to the annual meeting 
was a departure from past practice, it should in no way be construed as 
either a lack of respect for our shareholders or a lessening of our 
commitment to high standards of corporate governance and transparency.” 

Apparently, Mr. Nardelli and the Home Depot board think their shareholders 
are stupid, too. - 

The meeting set Home Depot shareholders on a path directly opposed to Mr. 
Nardelli’s continued tenure as CEO. Patrick McGurn, executive vice president of 
Institutional Shareholder Services, said “You didn’t hear anything close to the 


level of anger being discussed about Home Depot before the meeting that you 
did afterward.”— 

A week after the meeting, Mr. Nardelli promised that annual meetings would 
revert to their prior format. In a statement he declared: 

Consistent with the way we run our company—in which we listen, learn and 
lead—we will return to our traditional format for next year's annual 
shareholders meeting, which will include a business overview, the 
presentation of proposals, an opportunity for shareholder questions and with 
the board of directors in attendance.— 

That still left the issue of compensation. Later in June the board’s compensation 
committee asked Mr. Nardelli to reconsider his pay. Mr. Nardelli offered to 
relinquish a few perquisites of his job—such as personal use of Home Depot’s 
fleet of six private jets. But he refused to budge on his direct compensation, 
including his $3 million annual “guaranteed bonus.”— 

Shareholder Relational Investors made an aggressive proposal to the Home 
Depot board to consider “strategic alternatives”—generally understood to mean 
selling the company or breaking up the parts and selling them off. 

Throughout the rest of the year, the board and Mr. Nardelli went back and forth 
over compensation. By early January 2007, the relationship was no longer 
tenable, and Mr. Nardelli agreed to leave the company. But the price of his 
departure was a severance package of $210 million. For his six years at Home 
Depot, Mr. Nardelli made nearly half a billion dollars. U.S. House of 
Representatives Financial Services Committee chairman Barney Frank (D-MA) 
said that Mr. Nardelli’s package was proof that executive compensation was “out 
of control.”— Other commentators called the golden parachute “disgusting,” 
“outrageous,” and “highway robbery.” 

Mr. Nardelli was succeeded by his vice chairman and executive vice president, 
Frank Blake. He too was a GE veteran, but his style was dramatically different 
from Mr. Nardelli’s. He was a consensus builder who listened to the concerns of 
others. And his compensation was dramatically lower than Mr. Nardelli’s. 
Investment analyst Stephanie Hoff, at the brokerage firm Edward Jones, said that 
there was only one difference that mattered: “Blake is not Nardelli.”— 

Every year the consulting firm Booz Allen Hamilton (now known as Booz & 
Company) publishes a study on CEO succession. That year the Booz study 
concluded: 

Bob Nardelli’s dismissal from Home Depot was driven by his failure to hear 


and respond to investors’ concerns—very much the actions of an imperial 
CEO. These concerns included the erosion of the company’s competitive 
position against its chief rival...and his strategy of expanding into a lower- 
margin, nonretail business, as well as his refusal to answer shareholder 
questions.— 

Taking stakeholders seriously is not easy. But failure to do so is a critical failure 
of leadership. 

Bill Gates, at DECWorld, focused completely on the perspective of his audience 
in rejecting the advice of the host company on what to say. He knew that he 
needed to connect with them. And they reacted positively. 

Netflix, in its initial communication, and in its two CEO communications, 
seemed completely indifferent to the points of view of its customers. Customers 
reacted negatively to each of the three communications. And the company 
suffered significantly, if in no other way than in losing two-thirds of its market 
value in three months. 

Home Depot’s board and CEO didn’t merely seem indifferent to shareholders. 
They seemed outright hostile. The CEO was not merely disrespectful of 
shareholders and their legitimate concerns and expectations. He seemed to be in 
conflict with them, and behaved and spoke in a manner certain to insult. His 
2006 annual meeting was not only a defining moment for him, but a defining 
moment in shareholders’ flexing their muscles. And he was out of a job soon 
thereafter (insulting even as he left, with an oversized severance package). 

Orienting on the Audience 

Taking stakeholders seriously requires respecting the point of view of those 
whom we would engage. It requires curiosity about what matters to them, about 
what it takes to win them over and to keep their trust and confidence. 



From Warfighting 

Maneuver warfare attacks the enemy “system.” We should try to “get 
inside” the enemy’s thought processes and see the enemy as he sees 
himself so that we can set him up for defeat. 


Effective communication focuses on the audience’s worldview. 




We should try to “get inside ” the audience’s thought processes 

and see the audience as it sees itself. 


Audience Engagement Checklist 

Effective leaders connect with audiences by understanding what matters to them, 
and by speaking in ways that resonate with them. 

Bill Gates did so intuitively. 

It’s also possible to do so intentionally. Here’s a simple checklist with three sets 
of questions for leaders to understand an audience. 


0 Audience Checklist 

Over the years, I have used the following checklist with clients and 
students to help them assess their own level of understanding and 
readiness to engage stakeholders. Coupled with strategic communication 
planning (see Chapter 6. “ Goals. Strategies, and Tactics: Preparing and 
Planning”), understanding the audience is critical for leaders to inspire 
trust and confidence. For any given stakeholder group, a leader should 
seek to understand three basic things, by asking three basic categories of 
questions: 

1. What do we know about the group? 

An inventory of current knowledge 

2. How does the group work? 

Grounding to predict behavior 

3. How does the group relate to us? 

The link between audiences and outcomes 

Mastering these three categories of consideration is a good starting point 
to communicate effectively. 

1. The group 

Which stakeholder group(s) matter(s)? 

What do we know about the group’s values, experiences, and 
level of sophistication? 

What don’t we know that we should? 

2. The group’s behavior 







What are the group’s hopes, aspirations, and desires? 

What are the group’s worries, concerns, and fears? 

How does the group (or its individual members) make 
decisions? 

3. The group’s relationship to us 

What does the group currently do, think, feel, or know in 
relation to us? 

What changes in the group’s actions, thoughts, feelings, or 
knowledge would benefit our goals? 

What are the opportunities and barriers for those changes to 
take place? 


Effective leaders consider these questions, whether formally or informally. Bill 
Gates clearly did when he rejected the proposed remarks developed by DEC and 
his own staff, and formulated his own speech. It was a smart move. The 
audience reacted as Mr. Gates hoped it would: with enthusiasm about partnering 
with him and Microsoft. 

Netflix seemed not to have considered the questions at all, and instead spoke 
only from the point of view of its own. It seemed indifferent to the predictable 
concerns of its customers, and unprepared for the audience’s negative emotional 
reaction. 

And Home Depot seemed to have not considered the questions and seemed to go 
out of its way to provoke an angry reaction. 

Recap: Best Practices from This Chapter 



From Warfighting 


It is essential that we understand the audience on its own terms. 
We should not assume that every audience thinks as we do, 
decides as we do, or has the same values, goals, 

or concerns as we do. 


We must try to see ourselves through our audience’s eyes in order 





to anticipate what the audience will do so that we may adapt our 

engagement to secure the desired outcome. 


Effective communication focuses on the audience’s worldview. 
We should try to “get inside” the audience’s thought processes 

and see the audience as it sees itself. 


Lessons for Leaders and Communicators 

Taking audiences seriously is hard work. It requires intentionality, empathy, and 
sometimes courage. It is a leadership discipline. 

Many leaders, much of the time, tend to see the world from the point of view of 
their own operations, and are unaware of any other way to see the world. They 
suffer from the curse of knowledge—where they know so much about their topic 
that they can’t conceive of people not knowing what they’re talking about. But 
audiences don’t see the world in the same way as organizations do. They don’t 
care about internal operations, and don’t need to in order to be in relation with a 
company or its leaders. But they do care about how the organization can affect 
them, positively or negatively. 

The leadership discipline of taking audiences seriously is to frame all interaction 
in ways that resonate with an audience. It requires Logos—facts, reasoning, 
argument, and data. But it also requires Ethos—some element of personal 
character or experience that connects the speaker to the audience. And it requires 
Pathos—initially as passion on the part of the speaker, but fundamentally the 
triggering of an emotional reaction with the audience. Done well, the Pathos can 
be positive: enthusiasm, support, trust, confidence. Done poorly, the Pathos can 
be negative: anger, mistrust, a feeling of betrayal, leading ultimately to 
disengagement of the audience from the leader. 



3. Words Aren’t Enough 


In late August 2005, the communities along the Gulf of Mexico coast braced 
themselves for the big one: a hurricane of potentially devastating destructive 
power. Hurricane Katrina had passed through the Caribbean and touched the tip 
of Key West. Now it had stalled in the warm waters of the Gulf, picking up 
energy and gathering strength. 

On Saturday, August 27, as the storm hovered, Louisiana Governor Kathleen 
Blanco asked President George W. Bush to declare her state a disaster area, and 
forwarded to the federal government formal requests for assistance and 
supplies. i 

At 5:30 AM Sunday, August 28, the U.S. Federal Emergency Management 
Agency (FEMA) issued a National Situation Report. It noted that Hurricane 
Katrina was likely to turn north into Louisiana. The report said: 

Katrina could be especially devastating if it strikes New Orleans because the 
city sits below sea level and is dependent on levees and pumps to keep the 
water out. A direct hit could wind up submerging the city in several feet of 
water. Making matters worse, at least 100,000 people in the city lack the 
transportation to get out of town.- 

That morning New Orleans Mayor Ray Nagin ordered citizens to evacuate the 
city.- It was the first time in the city’s history that a mandatory evacuation order 
was given, and neither the residents nor the city quite knew how to do it. The 
city had buses available, but many bus drivers evacuated themselves, 
abandoning their buses. Residents were left to their own devices. Many, 
especially the poor, sick, and elderly, did not have the means or ability to leave. 
Others stayed behind to take care of those who couldn’t leave. Despite the 
evacuation order, there were still about 100,000 people in New Orleans on 
Sunday night. About 25,000 moved to higher ground such as the Superdome 
stadium, where enough food to feed 15,000 for three days had been 
prepositioned. But many remained in lowlying areas. 

That day President Bush went on television to reassure the citizens of New 
Orleans and the surrounding areas. He said, “We will do everything in our power 
to help the people and the communities affected by the storm.”- FEMA Director 
Michael Brown also reassured the public: “FEMA is not going to hesitate at all 
in this storm. We’re going to move fast, we’re going to move quick, we’re going 


to do whatever it takes to help disaster victims. 

These were the right things to say. But simply saying them was not enough. 
Regrettably, both FEMA and the larger U.S. government, having set those 
expectations, spent the next week dramatically underdelivering on them. As the 
horror that New Orleans experienced unfolded over the next few days, the 
government’s lack of effective action, and the disconnect between the rhetoric 
and the work, became a defining moment for the President and his 
Administration. 

Walk the Talk 



From Warfighting 

It is important to recognize that many political problems cannot be 
solved by military means. Some can, but rarely as anticipated. War tends 
to take its own course as it unfolds. 


It is important to recognize that many business problems 
cannot be solved by communication means. Some can, but rarely as 
anticipated. Communication tends to take its own course 

as it unfolds. 


Carl von Clausewitz influenced generations of uniformed and civilian military 
leaders through his Principle of the Objective: “War is the continuation of policy 
by other means. The political end is the goal, and war is the means of 
accomplishing it, and means can never be considered in isolation from their 
purposes. 

Means can never be considered in isolation from their purposes. In my teaching 
and consulting I pound that idea into my students’ and clients’ ways of thinking. 
The confusion of ends and means has potentially catastrophic consequences, 
whether in war or in government or in business. 

And as Warfighting notes, war isn’t the solution to every political problem. It 
may be the continuation of policy by other means, but it is not the sole means by 
which policy outcomes can be attained. 

I translate Clausewitz’s Principle of the Objective as follows: Communication is 





the continuation of business by other means. The business objective (or in the 
case of government or not-for-profit, the organizational objective) is the 
overriding goal, and communication is merely one of the means of achieving it. 
And means can never be considered in isolation from their purposes. Just as war 
is not the sole means by which policy outcomes can be met, communication is 
not the sole means by which business or organizational outcomes can be 
achieved. 

In the case of New Orleans, the organizational objectives were articulated by the 
President and the FEMA director: Help the people and communities affected by 
the storm. At the very basic level this consists of saving lives. It also includes 
getting people to safety, providing them with emergency relief in the form of 
food, shelter, and medical care. And over the longer term, helping them rebuild 
and recover. 

Much of my work is in the world of crisis. Of things going wrong. One of the 
key principles of crisis management is that every crisis is a business problem 
before it’s a communication problem. And you can’t communicate your way out 
of a business problem. 

But all too often, especially in a crisis, leaders assume that saying the right thing 
is enough. It isn’t. 

Communication is merely one of the ways to fulfill a business or organizational 
goal. But it is one of many means. By itself it is rarely sufficient to accomplish 
most organizational goals. Rather, I tend to think of communication as what the 
military calls a force multiplier: It helps you do more, better, faster than you 
otherwise would be able to do. Effective communication can help accomplish 
any particular purpose better, and faster, and with fewer resources. But however 
effective, it must be paired with action that is consistent with what is said. This 
was the singular failure of the U.S. government in the aftermath of the flooding 
of New Orleans. 

Hurricane Katrina, New Orleans, and the U.S. 
Government 

In Hurricane Katrina the U.S. government initially said all the right things. And 
the President, FEMA director, and Homeland Security secretary continued to say 
reassuring things in the early days of the disaster. Had they delivered on the 
expectations they themselves set, it would have been a positive defining 
moment. But in the end it seemed to be all talk, without action to back it up. 

Recall also the principles from Chapter 1 . “ Words Matter ”: Communication 




should be framed in order to provoke a particular reaction, and continuing 
communication should adapt based on that reaction. We saw neither of these 
principles taken seriously in the federal government’s response to Hurricane 
Katrina. Rather, as the situation got worse and worse, and as the government 
began to be blamed for not taking the steps it had promised to take, government 
leaders continued to offer increasingly hollow reassurances. 

Overnight, Sunday to Monday: Katrina Strikes 

In the overnight hours of Sunday into Monday, August 29, New Orleans 
residents’ fears came true. At 6:10 AM Hurricane Katrina made landfall, with 
winds of 130 miles per hour. The eye passed nearly directly over New Orleans 
and created a massive storm surge on Lake Pontchartrain, a form of tidal wave 
that wiped out lakeside communities outside of New Orleans. (I was in New 
Orleans two weeks later as part of a corporate recovery effort. I saw boats on the 
rooftops of houses and in the high branches of trees—testament to the size and 
power of the storm surge.) 

Inside the city, the levees that kept New Orleans dry were breached, and about 
80 percent of New Orleans flooded. That morning a FEMA staff member on a 
U.S. Coast Guard helicopter took a photograph of the city under water, with 
large portions of the levee on the Industrial Canal missing. The photograph, 
which was not initially made public, showed submerged homes with only the 
roofs visible above the water. 

Monday: New Orleans Under Water 

On Monday morning, August 29, Day One of the flood, the national media had 
yet to arrive in New Orleans. Most of the coverage was of helicopter flyovers, of 
evacuees, and of government officials assuring the public that all that could be 
done was being done. 

On Monday evening the Assistant Secretary for Public Affairs at FEMA’s parent 
government department, the Department of Homeland Security (DHS), sent a 
note to his boss, DHS Chief of Staff John Woods. The e-mail, from a Blackberry 
handheld device, was headed “FYI from FEMA.” It advised that the head of 
public affairs at FEMA had called to report on the current situation. The e-mail 
noted, “[She] said the first (unconfirmed) reports they are getting from aerial 
surveys in New Orleans are far more severe than media reports are currently 
reflecting. Finding extensive flooding and more stranded people than they had 
thought—also a number of fires.”- 


So situational awareness at FEMA and its parent department was high: Both had 
an explicit understanding of the severity of the damage inside New Orleans. But 
throughout the first 24 hours there was little visible FEMA or other government 
mobilization inside the city. The National Guard barracks in New Orleans had 
flooded, and the guardsmen there, who would have been expected to help with 
rescues, spent the first 24 hours of the flood trying to rescue themselves. Mayor 
Nagin later said that for the first few days after the flood there were at most only 
250 National Guard troops in New Orleans.- 

During a Monday press conference with state and local officials, FEMA Director 
Brown gave little indication that the response was less than sufficient. Rather, he 
boasted that things were going well: “What I’ve seen here is a team that is very 
tightknit, working very closely together, being very professional, and in my 
humble opinion making the right calls.”- It didn’t ring true. The news media 
juxtaposed his statements with the apparent absence of help for those who were 
still desperately in need. Five weeks later, on the Public Broadcasting Service 
documentary program Frontline, Mr. Brown admitted that he had lied in that 
Monday press conference, ostensibly to avoid panic. In the Frontline interview 
Mr. Brown defended his lie by disparaging the state and local officials whom he 
had praised during the press conference. He told Frontline, “I’m not going to go 
on television and publicly say that I think that the mayor and the governor are 
not doing their job, that they don’t have a sense of urgency. I’m not going to do 
that publicly.”— 

That evening President Bush declared the states of Louisiana and Mississippi 
national disaster areas.— Theoretically, that declaration set the stage for greater 
federal presence. 

Tuesday: The Reality Sets In 

By Tuesday the national news media had arrived in force and was broadcasting 
24/7 from New Orleans, some correspondents waist-deep in murky water. And 
one of the recurring themes was the absence of a visible federal presence. The 
U.S. Coast Guard was continuing to evacuate victims stranded on rooftops, but 
the Coast Guard alone didn’t have enough helicopters or other resources to do all 
that was necessary. The media showed dozens of bodies floating in the water. 
They would continue showing progressively more-bloated bodies in the water 
for days to come. 

Inside the flooded city there was no electricity, no safe drinking water, and very 
little law and order. Spontaneous fights broke out over scarce resources. 


Commentators began juxtaposing what they saw with the two statements from 
before the flood: President Bush’s assurance that the government would do 
everything in its power, and Director Brown’s assurance that FEMA would 
move swiftly to help those affected. There was scant evidence of either. 

Wednesday: The Situation Is Dire; Government 
Seems Not to Get It 

By Wednesday, August 31, Day Three of the flood, the situation on the ground 
had deteriorated. There was still very little government presence. Many people 
were still stranded without food, water, medicine, or other help. The news media 
showed scenes of people in desperation: A young man holding a baby: “How’s a 
three-month-old infant supposed to survive out here with no milk, no water?” A 
distraught woman: “I don’t want to die like this.”— 

President Bush had been on vacation in his Crawford, Texas, home when the 
hurricane hit. He continued his pre-Katrina schedule, including a Monday- 
Tuesday trip to the West Coast for a fundraiser and to give speeches on 
Medicare. Wednesday he left Crawford for Washington, but directed Air Force 
One to fly over New Orleans for him to get a firsthand look. But rather than 
landing in New Orleans, the plane circled above the city at 5,000 feet. People on 
the ground, including the news media, could recognize the distinctive profile of 
the President’s Boeing 747, with United States of America painted on the side. 
Television cameras focused alternately on people transfixed by the sight, and on 
the profile of the plane as it slowly looped around the city. Then they watched 
the plane fly away. It was a metaphor for abandonment, and was reported that 
way. 

In Washington the President spoke to the media and offered reassurance: “The 
National Guard has nearly 11,000 guardsmen on state active duty to assist 
governors and local officials with security and disaster response efforts.”— That 
may have been a true statement. But the implication was that the 11,000 were in 
New Orleans. In fact, much of the Louisiana National Guard at the time was in 
Iraq, along with much of its equipment. New Orleans Mayor Ray Nagin later 
told Frontline, “The National Guard was not on the ground.”- - The President 
also said, “FEMA is moving supplies and equipment into the hardest-hit 
areas.”— New Orleans was considered among the hardest-hit areas, but the news 
media reported that there was no evidence of FEMA moving supplies and 
equipment to people who needed it. 




From Warfighting 

We should base our decisions on awareness rather than on mechanical 
habit. Rather, we must act on a keen appreciation for the essential factors 
that make each situation unique instead of from a conditioned response. 


The more the President tried to reassure, the more the media focused on the 
inconsistency between his statements and the reality they were seeing in New 
Orleans. 

On Wednesday the media covered not only the lack of a FEMA presence on the 
ground, but also how FEMA prevented or stalled potential aid from other 
sources. CNN later reported incidents in which FEMA in fact hindered efforts to 
provide aid for those in need in New Orleans. For example, a 14-car caravan 
arranged by the sheriff of Loudoun County, Virginia, carrying supplies of water 
and food, was not allowed into the city. FEMA stopped tractor-trailers carrying 
water to the supply staging area in Alexandria, Louisiana, because they did not 
have the necessary paperwork. CNN also reported that during the weekend 
before the flood, Mayor Nagin had made a call for firefighters to help with 
rescue operations. But as firefighters from across the country arrived to help 
victims, they were first sent to Atlanta for a daylong training program in 
community relations and sexual harassment. When they arrived in New Orleans, 
the volunteer firefighters were permitted only to give out flyers with the FEMA 
telephone numbers, but were forbidden from engaging in rescue operations. The 
media reported not only the resentment felt by the first responders, but also how 
FEMA’s policies hurt those people who were begging for aid in New Orleans.— 

That day Homeland Security Secretary Michael Chertoff held a press conference 
in which he said, “We are extremely pleased with the response of every element 
of the federal government, all of our federal partners, have made to this terrible 
tragedy.” 1 - That got people’s attention. How could he be extremely pleased with 
what by all accounts was an inadequate and disorganized response? Perhaps he 
was mistaken about the nature of the response. Worse, perhaps he knew the 
response was inadequate, but chose to lie about it, as his FEMA director had. 

But another alternative began to creep into the news coverage. Commentators 
contrasted the weak Katrina response to other catastrophes, and noted that the 
primary difference seemed to be the demographics of the people involved: The 



residents of New Orleans, especially those trapped in the flood, were 
overwhelmingly black and poor. Could it be that Secretary Chertoff was telling 
the truth when he said that he was extremely pleased with the federal response? 
By Wednesday commentators, New Orleans residents, and prominent African- 
American politicians and leaders had already begun to give voice to this 
interpretation. But as the next few days unfolded, it became more and more a 
prevalent view in mainstream news coverage. 

Thursday: Things Fall Apart 

On Thursday, September 1, the disconnect between what the government said 
and what it was perceived to be doing came to a head. President Bush, back in 
the White House, conducted a television interview in which he justified the 
government’s apparent inability to deal with the flood: “I don’t think anybody 
anticipated the breach of the levees.”— In fact, a breach in the levees had been 
expected for years by many experts and government agencies, most recently by 
FEMA on Sunday morning. 

New Orleans Mayor Ray Nagin spoke on a local radio station and expressed 
deep frustration, both with the lack of federal response and with the rosy picture 
federal officials were offering the public. He scolded the federal government: “I 
don’t want to see anyone do any more goddammed press conferences. Put a 
moratorium on press conferences. Don’t tell me forty thousand people are 
coming here. They’re not here!”— 

Over the previous few days the news media had reported that thousands of 
people had taken refuge in the New Orleans convention center since Monday. 
But by Thursday there was still little government presence there: no food, water, 
medicine, or FEMA staff. FEMA Director Brown did a series of television 
interviews in which he admitted that FEMA had been unaware of the people at 
the convention center. 

Brian Williams on NBC asked, “Where is the aid? It’s the question people keep 
asking us on camera.” Mr. Brown replied, “Brian, it’s an absolutely fair 
question. And I’ve got to tell you, from the bottom of my heart, how sad I feel 
for those people. The federal government just learned about those people 
today.”— An incredulous Paula Zahn on ABC asked, “Sir, you’re not telling me 
you just learned that the people at the convention center didn’t have food and 
water until today, are you? You had no idea they were completely cut off?” Mr. 
Brown answered, “Paula, the federal government didn’t know about the 
convention center people until today.”— Soledad O’Brien on CNN told Mr. 


Brown, “I don’t understand how FEMA cannot have this information.” He 
replied, “Soledad, I learned about it listening to the news reports.”— A clearly 
frustrated Ted Koppel on ABC’s Nightline asked, “Don’t you guys watch 
television, don’t you listen to the radio? Our reporters have been reporting about 
it for more than just today.” Mr. Brown responded, without explanation, “We 
learned about it factually today, that that’s what existed.”— As a result of the 
saturation coverage, by evening Mr. Brown was a laughingstock, held up by 
late-night comedians as an emblem of incompetence. 

That day, the President’s former communications director, then serving as 
Counselor to the President, urged him to watch a DVD of recent news coverage 
—apparently the first time the President had seen what the media was reporting. 

Friday: The President Steps Up But Misfires 

On Friday morning, Day Five, President Bush flew to the Gulf. But when the 
President landed, things went sour. First, he spoke what became a defining 
sound bite of his presidency. President Bush met with relief officials in the 
presence of the news media. Addressing FEMA Director Brown by his 
nickname, the President smiled and said, “Brownie, you’re doing a heck of a 
job.”— This was unexpected. The media juxtaposed the President’s praise 
against Mr. Brown’s day-before performances where he seemed clueless about 
the people who had taken shelter in the convention center. 

The President then compounded that misstep with another one: He expressed 
sympathy for Mississippi Senator Trent Lott, who had lost his house in the 
storm.— Three years earlier Senator Lott had resigned as Senate Majority Leader 
after being embroiled in a racially charged scandal. At the 100th birthday party 
of North Carolina Senator and former segregationist presidential candidate 
Strom Thurmond, Senator Lott committed a gaffe that propelled him into a two- 
week media feeding frenzy. His initial comments were widely interpreted as 
endorsing Senator Thurmond’s racial segregation policies when he ran for 
President in 1948. His ineffective attempts to explain how he didn’t intend to 
give that impression backfired. In the process, Senator Lott became a household 
name and a racially polarizing figure. The President’s explicit sympathy for 
Senator Lott was juxtaposed against his government’s apparent inattention to the 
mostly black residents of New Orleans. The racial interpretation of the 
government’s response—that aid was intentionally withheld because of New 
Orleans’s demographics—reemerged in the news commentary. 

That night the interpretation jumped from the news media into popular culture. 



NBC sponsored a live variety program as a fundraiser to benefit Katrina victims. 
Dozens of celebrities performed and asked the audience for contributions to a 
Katrina recovery fund. During the live broadcast, entertainer Kanye West 
diverged from the prepared script and declared, “George Bush doesn’t care about 
black people.”— 

Mr. West’s verbalization of what some politicians and African-American leaders 
had already been saying added fuel to the fire, and personalized the issue: The 
question wasn’t merely whether the federal response was racially motivated, but 
whether the President’s leadership of the response set the tone. 

The White House was clearly shaken by the day’s events, and its communication 
strategy changed. 



We must make our decisions in light of the enemy’s anticipated reactions 
and counteractions. 


We must make our decisions in light of the audience’s anticipated 

reactions and counteractions. 


Weekend: Blame Game 

On Saturday, September 3, Day Six after the flood, the President spoke to the 
media in front of the White House. Flanked by Defense Secretary Donald 
Rumsfeld, Joint Chiefs Chairman Richard Meyers, and Homeland Security 
Secretary Chertoff, the President acknowledged shortfalls in the federal response 
and committed to direct a more effective response. He said, “Many of our 
citizens are simply not getting the help they need, especially in New Orleans. 
And that is unacceptable.” After six days of seeming out of touch, the 
acknowledgment of the inadequate response seemed a heartening development. 
That day a larger federal presence was seen in New Orleans and President Bush 
ordered over 7,000 troops and an additional 10,000 National Guardsmen to the 
disaster area.— 

Throughout the weekend the media focused on who was responsible for the 
failed response. The federal government’s strategy for dealing with questions 
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the time to cast blame. Second, find someone else to blame. 

In fact, President Bush, his father, former President George H. W. Bush, Press 
Secretary Scott McClellan, and FEMA Director Brown all used the phrase 
“blame game” in their commentary during the period. President Bush: “One of 
the things that people want us to do here is to play a blame game.” Press 
Secretary McClellan: “Some just want to engage in the blame game.” President 
George H. W. Bush: “The media has a fascination with the blame game.” FEMA 
Director Brown: “You’re not going to suck me into the blame game.”— 

And throughout the weekend the top Administration spokespeople challenged 
the effectiveness of New Orleans Mayor Ray Nagin and Louisiana Governor 
Kathleen Blanco, and placed the blame for the inadequate response on them. 
Homeland Security Secretary Chertoff appeared on NBC’s Meet the Press and 
was questioned by host Tim Russert: “If you knew that a Hurricane Three storm 
was coming, why weren’t buses, trains, planes, cruise ships, trucks provided on 
Friday, Saturday, Sunday to evacuate people before the storm?” Secretary 
Chertoff gave a response that was, at best disingenuous. He said, “Tim, the way 
that emergency operations act under the law is—the responsibility, the power, 
the authority to order an evacuation rests with state and local officials.”— Even if 
the statement were true, it was a sharp contrast from President Bush’s and 
FEMA Director Brown’s assurances that the federal government would do 
everything it could to help those affected by the storm. But as Frontline pointed 
out, evacuation is a shared responsibility. The law establishing FEMA spells out: 
“The functions of the Federal Emergency Management Agency 
include...conducting emergency operations to save lives and property through 
positioning emergency equipment and supplies, through evacuating potential 
victims, through providing food, water, shelter, and medical care to those in 
need, and through restoring critical public services.”— 

But the strategy worked in the short term. News coverage shifted from Kanye 
West’s accusation to questions about whether the governor and mayor deserved 
some of the blame for the bungled response. 

Monday, September 5: Self-Inflicted Harm 

Monday, Day Eight of the flood, was Labor Day. President Bush’s mother, 
former First Lady Barbara Bush, who lived in Houston, Texas, toured the 
Houston Astrodome, which had become a shelter for thousands of New Orleans 
residents who had evacuated a week earlier. The arena was filled with people 
sleeping in cots, separated from loved ones, who had lost their homes and 


possessions. Mrs. Bush gave a live interview from the stadium with the NPR 
radio program Marketplace. She said, “And so many of the people in the arena 
here were, you know, were underprivileged anyway, so this is working very well 
for them.”— The audio went viral on television news. The dynamic changed 
again, back to questions about racial motivations in the response. 

Wednesday: President Bush and Michael Brown as 
Laughingstocks 

By Wednesday, September 7, the Katrina response had moved from tragedy to 
farce. Comedy Central’s fake news anchor Jon Stewart gave voice to pent-up 
frustration. He opened that evening’s edition of The Daily Show with this: “We 
begin with the subject of crisis management. After 9/11 New York Mayor Rudy 
Giuliani emerged as a calm leader, inspiring people with hope. Hurricane 
Katrina has introduced us to a new breed of public servant, inspiring people— 
with different feelings.” He continued, “Michael Brown, the Director of the 
Federal Emergency Management Agency. Brown was nominated to his post by 
President Bush in 2003, and intends to start the job any day now. Any day now.” 
He concluded, “Brown has earned widespread scorn and derision for his, let’s 
say, retarded mismanagement of Hurricane Katrina, and for comments like these 
last Thursday.” Stewart then played clips of Mr. Brown the prior week admitting 
that his agency learned about people in the convention center through the news 
media. Stewart continued, “Still, in a situation where thousands are dying from 
lack of food, water, and medicine, isn’t it really the thought that counts?” He 
then played the Thursday clip of Mr. Brown speaking with Brian Williams on 
NBC: “I’ve got to tell you, in all sincerity, my heart goes out to those people.” 
Stewart nodded soberly, then asked, “Really? Can they drink your heart? Maybe 
eat it?”— 

Friday: FEMA Director Brown Is Out 

Stewart’s blistering critique of FEMA Director Brown sealed his fate. Having 
gone from “heck of a job” to laughingstock in one week, Mr. Brown was no 
longer tenable. Friday morning, 12 days after the flood, Homeland Security 
Secretary Chertoff held a press conference with Mr. Brown. Secretary Chertoff 
announced that operational responsibility for the Katrina response was shifting 
from FEMA to the Coast Guard, and that Coast Guard Vice Admiral Thad Allen 
would take charge. Mr. Brown had no speaking role in that press conference and 
was not permitted to answer questions. The media asked whether FEMA 



Director Brown was being fired or demoted. Secretary Chertoff answered to the 
contrary. He said that Mr. Brown would return to Washington for an even more 
important project: to spearhead the government’s preparation for the next 
hurricane, which threatened to hit the Gulf in the next week or so. He said: 

FEMA has responsibility not only to participate in this recovery and 
response effort. It’s got a lot of other responsibilities. We’ve got tropical 
storms brewing in the ocean. We could have other kinds of disasters, natural 
and man-made. And while it’s very important to focus an enormous amount 
of attention and effort to what is going on here, we cannot afford to let our 
guard down with respect to other things that might happen. Therefore, I want 
to make sure FEMA continues to be run the way it needs to be; continues to 
be prepared, to anticipate other challenges and I want to have people who 
are present here on the ground, Admiral Allen and his deputy, Joe Picciano, 
able to focus their full attention on what needs to be done to finish the 
recovery and rebuilding process.— 

That statement defied belief. The news media didn’t buy the story line, and its 
coverage reflected it. 

Aftermath 

That weekend Time magazine’s September 19 issue, published on September 11, 
hit the newsstands. The cover—of the U.S. edition as well as the editions for 
Asia and Europe—featured a close-up of an African-American woman’s face, 
hands over her mouth, gasping in horror. The cover caption, juxtaposed over her 
face: “System Failure: An investigation into what went so wrong in New 
Orleans.”— The magazine included an editorial cartoon that captured the spirit of 
the time: An African-American man, waist-high in water, holding up a sign. It 
was an echo of the images the media had published for the prior two weeks, of 
people pleading for help. On the sign was written these words: “Leadership 
Please.”— 

On Monday, September 12, two weeks after New Orleans flooded, FEMA 
Director Brown resigned. 

Nearly 2,000 people died after Hurricane Katrina struck. Of those, nearly 1,500 
were in New Orleans. Many of those died in the days after the flood; 
theoretically, they could have been rescued, given medical care, food, and water. 
Many might have survived. Approximately 770,000 people were displaced and 
about 300,000 homes were destroyed or made uninhabitable. 

The consequences for President Bush were significant. Until Katrina, he had 


enjoyed a job approval rating above 50 percent. He had won reelection in a 
tough campaign just 10 months earlier. But after Katrina, his job approval fell 
below 50 percent and never recovered. It fell first to 42 percent and a month later 
to 38 percent, and was below 30 percent the following year. More significantly, 
in the month after Katrina, President Bush suffered his first major legislative 
defeat. Ironically, it was at the hands of his own base. 

President Bush nominated White House Counsel Harriet Miers to a seat on the 
United States Supreme Court to succeed Justice Sandra Day O’Connor. The 
President was accustomed to at least his own party endorsing his nominations. 
But this time the President was weak, and his base found Ms. Miers to be 
unsuitable. Unable to persuade the Republican leadership to fight for 
confirmation, a month after nominating Ms. Miers, President Bush withdrew the 
nomination. It was the first of many defeats in the balance of his term. He 
finished his presidency with the lowest approval ratings of any President. 

Trust, Consequences, and the Say-Do Gap 

At the end of Chapter 1. 1 noted that Admiral Mike Mullen, then Chairman of 
the Joint Chiefs of Staff, said, “We hurt ourselves... when our words don’t align 
with our actions. We must be vigilant about holding ourselves accountable to 
higher standards of conduct and closing any gaps, real or perceived, between 
what we say about ourselves and what we do to back it up.”— I also pointed out 
that Admiral Mullen notes that most purported strategic communication 
problems are not communication problems at all. They are policy and execution 
problems. 

That was the challenge in Hurricane Katrina. 

Again, Warfighting gives us a window into how this works. 



From Warfighting 

We should recognize that war is not an inanimate instrument, but an 
animate force which may have unintended consequences that may 
change the political situation. 


We should recognize that communication is not an inanimate 
instrument, but an animate force which may have unintended 





consequences that may change the business situation. 


As the government communicated, it set expectations. The communication 
changed the environment in which actions and future communication would be 
judged. One of the tangible consequences of the U.S. government’s response to 
Hurricane Katrina was a decline in trust and confidence—in individual leaders 
such as FEMA Director Brown and Homeland Security Secretary Chertoff, and 
especially in President Bush. Trust and confidence are not givens; they need to 
be earned. They can be easily lost and are hard to recover. 

And one of the primary drivers of loss of trust and confidence is the gap between 
what one says and what one does. Per our translation of Warfighting, 
communication is an animate force that has unintended—but often quite 
predictable—consequences. 

When leaders make promises, either implicit or explicit, they are establishing 
criteria by which they ask to be judged. “We’ll be there for you” was the big 
promise made in Katrina. The results are not surprising. 

And paradoxically, the more government officials at all levels continued to 
reassure—that the response was going well; that Brownie was doing a heck of a 
job; that Homeland Security Secretary Chertoff was extremely pleased with 
every element of the federal response—the more trust fell. Rather than 
acknowledge the problems and recalibrate the expectations, the government 
doubled down. And, to invoke Admiral Mullen, these were not communication 
problems, but rather problems of strategy and execution—made all the more 
glaring because of the hyperbolic reassurance. 

Of all the ways to understand trust, the one I have found most helpful is the 
description by Frank Navran, president of the Ethics Resource Center in 
Washington, D.C. Mr. Navran writes, “Trust is the natural consequence of 
promises fulfilled.”— I take that description and add a few nuances: Trust is the 
natural consequence of promises fulfilled, of predictions that come true, and of 
values lived. 

Says Mr. Navran, “Trust results from having one’s expectations met, of having 
no unrealized expectations (what we refer to as disappointments).”— Once an 
expectation is set, the leader must either fulfill the expectation or reset it, or risk 
disappointment that shatters trust. 

Resetting an expectation may cause some short-term pain. But it’s preferable to 
wholesale disappointment. Take a relatively trivial example: You’re running late 
for a meeting. The meeting is the expectation—that vou’ll arrive at a certain 




place at a certain time to meet with someone. If you’re 20 minutes late, the 
person waiting for you will be rightly disappointed, and may form a very 
negative impression. But if before the appointed time you call ahead and say 
you’re running late, you’ll get the benefit of the doubt. You will have reset the 
expectation. The person may still be disappointed, but less so, and for different 
reasons. 

The same applies to big, complex expectations. Ideally, the leader sets an 
appropriate expectation and avoids saying what merely sounds good but is 
unlikely to be fulfilled. And when circumstances change, the leader can adapt to 
those changes and recalibrate the expectations. 

But whether with an initial expectation or a recalibrated expectation, if a leader 
wants to maintain trust, the promises must come true. It’s not enough to say, 
“We’ll be there for you.” The leader’s organization must actually be there. 
Predictions need to come true. It’s not enough to say that FEMA is moving 
supplies into the most hard-hit areas. The supplies must arrive. And they must 
not be stopped at the border for arbitrary or opaque reasons. And it’s not enough 
to profess values: Our top priority is to take care of people affected by the 
disaster. The leader’s organization must actually take care of the people. 

And leaders need to be sensitive to self-contradictory statements. In Katrina, as 
things began to unravel, the federal government urged the media not to seek 
someone to blame—“don’t play the blame game”—even as it was blaming state 
and local officials for the ineffective response. 

FEMA Resets Expectations 

Two years after Hurricane Katrina, FEMA responded to wildfires in California 
by intentionally setting modest expectations about what it could and could not do 
—no more rhetoric about doing whatever it takes to help victims. FEMA’s role 
was limited to coordinating logistics and having state and local governments do 
the lion’s share of the disaster response. FEMA was widely praised for meeting 
those much lower expectations. FEMA’s Deputy Director, Harvey Johnson, said 
at the time that the response reflected lessons learned from Katrina: 

I think what you’re really seeing here is the benefit of experience, the benefit 
of good leadership, and the benefit of good partnership, none of which were 
present in Katrina. So, I think, as a nation, people should sit up and take 
notice that you have the worst wildfire season in history in California, and 
look at how well the state and local governments are performing, look at 
how well we’re working together between state and federal partners.— 



In Hurricane Katrina, the say-do gap defined President Bush and his 
Administration. It’s an admittedly extreme example of an all-too-common 
leadership failing: of confusing ends and means. Business and organizational 
problems cannot be solved by communication means alone. 

Recap: Best Practices from This Chapter 



From Warfighting 


It is important to recognize that many business 
problems cannot be solved by communication means. 
Some can, but rarely as anticipated. Communication tends 

to take its own course as it unfolds. 


We should base our decisions on awareness rather 
than on mechanical habit. Rather, we must act on a keen 
appreciation for the essential factors that make each situation 
unique instead of from a conditioned response. 


We must make our decisions in light of the audience’s anticipated 

reactions and counteractions. 


We should recognize that communication is not an inanimate 
instrument, but an animate force which may have unintended 
consequences that may change the business situation. 


Lessons for Leaders and Communicators 

However tempting, leaders must resist saying what merely sounds good in the 
moment. Leaders are judged on the fulfillment of expectations. And especially 
when things go wrong, leaders learn the hard way that they can’t talk their way 
out of a business problem. They certainly can’t talk their way out of a problem 
they behaved their way into. And once they’ve committed a say-do gap, it’s hard 
even to talk their way out of a problem they talked their way into. 

The burden of leadership is to inspire trust and confidence by fulfilling promises, 
makine nredictions that come true, and living stated values. Communication sets 



expectations; actions fulfill or fail to fulfill those expectations. If the leader 
concludes that he or she will be unable to fulfill expectations, the leader should 
seek to reset those expectations as early as possible. 



4. Speed, Focus, and the First Mover 

Advantage 


It was to be the most important meeting of the year for McDonald’s Corporation. 
More than 12,000 people who ran 30,000 restaurants in 119 countries were 
assembling in Orlando, Florida, to hear from the chief executive officer about 
the company’s new strategy. 

James Cantalupo, 60, had been brought back from retirement to preside over a 
strategic repositioning of the company. McDonald’s, once an icon of American 
business, had struggled in recent years as customers complained about service 
and cleanliness, and health activists criticized the company’s food and marketing 
for contributing to the United States’ obesity problem. 

Mr. Cantalupo took the helm at the end of 2002 and launched a strategy to 
change the company. He overhauled the menu to include alternatives to fried 
foods and sugary drinks. He added grilled chicken, salads, and healthier drinks 
to the McDonald’s menu. He discontinued “supersize” portions. 

When Mr. Cantalupo took over, the company’s stock was just over $15 per 
share, and it reported its first quarterly loss since it had become a publicly traded 
company 38 years earlier. But the next quarter, as the new strategy and menu 
were rolled out, same store sales jumped nearly 5 percent, the largest sales 
increase in five years. Same-store sales continued to rise for 11 consecutive 
months. The company ended the year with a fourth-quarter profit of nearly $126 
million, compared to a loss of $343 million in the year-earlier quarter. And in the 
year just before the Orlando meeting, the stock price of McDonald’s doubled, 
closing at just under $30 in the last trading session before the meeting. 

By late April 2004, the people who owned and operated McDonald’s restaurants 
were assembling in Orlando for their every-other-year meeting with the 
company’s leadership team. It was to be their first meeting presided over by Mr. 
Cantalupo, the first since the new strategy was launched. And as the meeting 
opened on Monday, April 19, they were eager to hear a progress update from 
Mr. Cantalupo and his team. 

But Mr. Cantalupo never took the stage. He had died overnight, apparently of a 
heart attack. Paramedics were called to Mr. Cantalupo’s hotel just after 3 AM. 

He died in an ambulance en route to the hospital, where he was pronounced dead 
at 4:53 AM. Sheriff’s deputies reported finding heart medication in the hotel 



room. The medical examiner said that the death was “probably cardiac related.” 

McDonald’s announced Mr. Cantalupo’s passing in a press release at 8:07 AM.- 
The financial markets reacted quickly, with analysts warning investors to sell 
McDonald’s stock. They noted that the company’s new strategy was still being 
rolled out, and without a clear successor it was not certain whether the strategy 
would be continued. 

Some pundits on financial television programs noted the irony of Mr. 
Cantalupo’s apparent cause of death—heart attack—and the criticism 
McDonald’s received for promoting unhealthy food. 

The risks to McDonald’s were significant. The convergence of thousands of the 
company’s most important stakeholders in one place at the very moment the 
CEO died was an unusual circumstance to begin with. The passing of the 
architect of the new strategy also put the company at risk of strategic drift. 
Operators of the restaurants came to the meeting expecting both an update on the 
strategy so far and clear guidance about the game plan for the rest of the year. 

But by the time the New York Stock Exchange opened at 9:30 AM, the 
McDonald’s board of directors had already met. Several directors were already 
in Orlando for the meeting with restaurant operators. They convened a board 
meeting, with other directors attending via telephone conference call. By 9:30 
that morning they had selected Mr. Cantalupo’s successor, Chief Operating 
Officer Charlie Bell. They announced his appointment as CEO at 10:42 AM.- 

Mr. Bell took the stage in Orlando, and after an appropriate acknowledgment of 
his predecessor’s passing, delivered the presentation Mr. Cantalupo would have 
given. The McDonald’s strategy was affirmed. The audience responded well. 

The company went on to have a very successful 2004. And Mr. Cantalupo’s 
menu remains in place today. 



From Warfighting 

Speed is rapidity of action. It applies to both time and space. Speed over 
time is tempo—the consistent ability to operate quickly. Speed over 
distance, or space, is the ability to move rapidly. Both forms are genuine 
sources of combat power. In other words, speed is a weapon. 


Speed is rapidity of action. It applies to both time and space. 




Speed over time is tempo—the consistent ability to operate quickly. 
Speed over distance, or space, is the ability to move rapidly. 
Both forms are genuine sources of competitive advantage. 

In other words, speed is a weapon that provides 

competitive advantage. 


The speed with which McDonald’s took action was uncharacteristic of many 
companies. But that speed allowed it to keep its most important stakeholders— 
the men and women who run its restaurants—focused on its strategy and 
committed to making the strategy work. 

McDonald’s was able to move quickly for a number of reasons, but primarily 
because of Mr. Cantalupo’s wisdom in establishing a succession plan for himself 
with the board. Although he had expected to serve for several more years, he had 
already completed his succession process when he died, and his successor had 
already been provisionally approved by the board. When he died, the board was 
faced simply with the task of formally ratifying the work it had already done. 

The board met immediately on hearing the news, and announced the new CEO 
as promptly as possible after making its decision. 

McDonald’s received widespread praise for its ability to name and announce a 
new CEO so quickly. The Wall Street Journal said, 

The swift decision gave immediate reassurance to employees, franchisees 
and investors that the fast-food giant has a knowledgeable leader in place 
who can provide continuity and carry out the company’s strategies. It may 
also shift any spotlight away from McDonald’s high-cholesterol, fat-rich 
foods and prove a savvy public-relations move.- 

It noted that most companies are unprepared to name a new CEO, and have at 
best only a plan for an interim leader, what the paper called a “bus-crash 
envelope”—an envelope to be opened in the event the CEO gets hit by a bus or 
otherwise dies suddenly. 

Jack Welch, retired chief executive officer at General Electric, told the Wall 
Street Journal, “If there’s someone capable who can take over permanently, it’s 
best to name that person quickly. But boards who haven’t groomed someone for 
the job yet shouldn’t make a call for the sake of making a call.”- He noted that 
his own board would have been able to name a successor within an hour if he 
had been suddenly unable to serve. 

The ability of McDonald’s to move quickly was also noted by governance 



experts. Jay Lorsch, a professor at Harvard Business School, told the Wall Street 
Journal, “The speed with which they’ve moved is exactly what you would 
expect to happen, but few companies are as prepared as McDonald’s appears to 
have been for this calamity.”- And Jeffrey Sonnenfeld, an associate dean at Yale 
University School of Management, told the Wall Street Journal, “The worst-case 
scenario planning of most companies is only a Band-Aid transitional solution, 
not a strategic solution. McDonald’s directors, by immediately naming a battle- 
tested insider, showed the wisdom of having a succession plan in place. 

Six months after Mr. Bell succeeded Mr. Cantalupo, McDonald’s again faced a 
succession challenge. Mr. Bell, seemingly in good health at the time of his 
appointment, was diagnosed with colorectal cancer two weeks later. By late 
November Mr. Bell handed the reins to his own successor, James Skinner, a 33- 
year veteran of the company. Mr. Skinner committed to continue Mr. Bell’s and 
Mr. Cantalupo’s strategy. The markets were heartened by that news. The New 
York Times declared in a headline: “Change at Helm, but a Steady Course at 
McDonald’s.”- 

The McDonald’s board recognized the importance of moving quickly to 
demonstrate steady leadership at the top, especially as the company was 
transforming its operations. It took the responsible steps to be able to reassure 
stakeholders in a moment of sudden concern. And it engaged stakeholders 
promptly: in the case of the Orlando meeting, telling the 12,000 owners and 
operators the news, and in the case of the second succession announcement, in a 
matter-of-fact manner when Mr. Bell’s decision to step aside was made. 

Speed isn’t just acting quickly. Impulsive communication—such as BP CEO 
Tony Hayward’s “I want my life back” quote—is counterproductive. Rather, 
speed is best understood as tempo: the consistent ability to be effective in a 
timely way. As with McDonald’s, it’s about more than just talking. It’s about 
acting effectively and engaging stakeholders promptly. 

The consistent ability to act and engage stakeholders quickly and effectively 
creates a competitive advantage in the best of times. But it is in the worst of 
times that tempo matters most: it can prevent a negative event from becoming a 
tragedy, or worse. It is precisely in high-stakes situations that stakeholders, 
critics, and adversaries look for leadership in the form of effective engagement. 

The Second Battle of Fallujah 

The United States Marines were fighting the Second Battle of Fallujah, a major 
city in the heart of Iraq’s Anbar Province in the so-called Sunni triangle. It was 



one of the fiercest battles of the war, the fiercest of many recent wars. It was 
urban warfare at its bloodiest—a block-by-block, house-by-house, room-by- 
room infantry battle that has been compared to the World War II Battle of 
Stalingrad. 

In the middle of the battle, an incident occurred that had the potential to become 
a defining atrocity of the Iraq War. It was November 13, 2004, about 18 months 
after the United States invaded the country, more than a year after a full-bore 
insurgency arose, and 6 months after evidence of U.S. abuse of prisoners at Abu 
Ghraib had provoked outrage in Iraq, the region, the U.S., and the rest of the 
world. 

During the battle, a unit of Marines fought insurgents who were using a Sunni 
mosque as their base of operations. They killed ten of the insurgents and 
wounded another five. The Marines could not evacuate the prisoners because the 
battle was raging around them. So they sheltered the prisoners in place, treated 
their wounds, secured them, and moved on to continue fighting. When another 
unit of Marines entered the mosque later in the battle, they had a brief skirmish 
with the five wounded prisoners, further wounding some of them. 

Kevin Sites, a freelance journalist on assignment for NBC News, was embedded 
with that unit of Marines. He was simultaneously serving as a pool cameraman, 
feeding his video to all other news organizations, a common practice for combat 
journalists. As the Marines entered the mosque, Sites videotaped a violent 
encounter between one of the Marines and one of the wounded prisoners, who 
was lying prone on the floor. The Marine, clearly agitated and cursing, shot and 
killed the prisoner. It looked like an execution. And it was on tape. 

Executing a wounded prisoner, especially one lying prone, on sacred ground, 
could easily be seen as an atrocity, immediately interpreted as a crime. And as a 
violation of the Law of Armed Conflict, the Geneva and Hague Conventions, 
and the Marines’ own rules of engagement. And coming on the heels of wall-to- 
wall coverage of the U.S. military’s abuse of prisoners at Abu Ghraib, this also 
had the potential to create a global media feeding frenzy. And it was sure to be a 
local outrage, a sign not only of brutality but of disrespect for religion in general, 
for Islam in particular, and especially for the Sunni branch of Islam. 

Speed matters, especially in controversial situations. The longer it takes to fulfill 
legitimate stakeholder expectations, the harder it is to win, maintain, or restore 
trust. 

The Administration had played defense during the Abu Ghraib controversy six 
months earlier. And it hadn’t worked. 



In the Second Battle ot Fallujah the Marines chose to play ottense. 



From Warfighting 


The offense contributes striking power. We normally associate offense 
with initiative: The most obvious way to seize and maintain the initiative 
is to strike first and keep striking. 


The offense contributes the first mover advantage. 
We normally associate offense with initiative: 
The most obvious way to seize and maintain the initiative is 
to communicate first and keep communicating. 


The first mover advantage applies particularly in crisis situations. Whoever is 
first to define the crisis, the motives, and the next steps typically wins. And 
whenever there’s a victim, the single biggest predictor of reputational harm is 
the perception of indifference. Silence—or delay in engaging stakeholders as a 
crisis unfolds—creates that perception of indifference, inviting critics, 
stakeholders, and other audiences to paint a leader or institution as uncaring. 

And anything that smells of coverup is even worse, leading critics to leap 
beyond indifference to attribute legal or ethical lapse, guilt, or intentionality in 
causing harm. 

But for the first mover advantage to work, speed is essential. Speed isn’t just 
rapidity of action. The leadership discipline isn’t just to say things quickly in a 
given instance. Rather, it’s a predisposition to make sound decisions quickly and 
communicate them effectively. The Marines call it tempo—the consistent ability 
to operate quickly. 

In maintaining public support in a crisis, the consistent ability to operate quickly 
becomes a distinctive competitive advantage. And for the Marines in the wake of 
the Fallujah mosque shooting, tempo made the difference. Their predisposition 
to operate quickly and for seizing the initiative allowed the Marines to manage 
the aftermath effectively and protect the Marine Corps’ reputation and American 
interests in the region. They also had focus: All elements of the Marine Corps 
involved in communicating the aftermath of the shooting were well coordinated, 
consistent, and mutually reinforcing. 



The Marines Act on the Fallujah Shooting 

The Marine chain of command in Washington learned of the shooting early on 
November 15, Washington, D.C., time. Within a few hours the Marines made 
tough decisions, including these: 

• They launched an investigation into what happened and why, to be 
conducted by the Naval Criminal Investigative Service (NCIS), an 
independent law enforcement agency under control of the Secretary of the 
Navy. 

• They removed the Marine involved in the shooting from the battlefield. 

• They made a public announcement in the name of the top Marine, the 
Commandant of the Marine Corps, announcing the investigation and 
affirming the Marines’ commitment to the Law of Armed Conflict. 

• The Marine commander in Fallujah conducted a press conference, both 
describing the investigation and affirming commitment to the Law of Armed 
Conflict. 

• They returned the videotape of the incident, which had been temporarily 
confiscated by the Marines in Fallujah, to the cameraman, Kevin Sites. They 
also provided facilities for the immediate broadcast of the video. 

The Commandant’s statement read, in part: 

[The Marine Corps] is investigating an allegation of the unlawful use of 
force in the death of an enemy combatant. The purpose of this investigation 
is to determine whether the Marine acted in self-defense, violated military 
law, or failed to comply with the Law of Armed Conflict. The Marine has 
been withdrawn from the battlefield pending the results of the investigation.- 

Lieutenant General John F. Sattler, commander of the I Marine Expeditionary 
Force in Fallujah, echoed the Commandant in his discussion with the media: 

Let me make it perfectly clear: We follow the Law of Armed Conflict and 
we hold ourselves accountable to a high standard of accountability. The facts 
of this case will be thoroughly pursued to make an informed decision and to 
protect the rights of all persons involved.- 

These all seem like common-sense steps to take in the immediate aftermath of a 
suspicious shooting. And they are. They represent foreseeable expectations of 
reasonable stakeholders. 

But a delay taking and communicating those steps could have deprived the 
Marines of the first mover advantage. The NBC cameraman could have spoken 


with other reporters; the rumor mill would have begun, and in the course of the 
rumors spreading, the incident would likely have been exaggerated (especially in 
the absence of the tape) into something much worse. The news media would 
likely have reported the exaggerated rumors plus the apparent coverup due to the 
confiscation of the tape. It could easily have been reported as a massacre, most 
likely of more than a single prisoner. The tape confiscation could easily have 
been transformed into having taken the cameraman into custody. The coverage 
would have been severe, widespread, and sustained. 

Crisis managers speak of the Golden Hour of Crisis Response. It’s based on a 
principle first observed in emergency medicine and now accepted in high-stakes 
communication as well: Incremental delays in fielding an appropriate response 
have a greater than incremental effect on the outcome. This is the basis of the 
principle of disproportionality described in Chapter 5. “ Initiative. Maneuver, and 
Disproportionalitv .” 

So what was the effect of the Marines’ rapid action and communication? 

That night there was minimal coverage in the U.S. media. Television networks 
aired brief segments about the investigation, using a still photograph from the 
video, but didn’t air the video itself. And the content of the stories wasn’t the 
shooting, but the investigation. There was minimal follow-up coverage in the 
next few days. 

In other words, by taking effective action early and communicating what they 
had done, the Marines made the story a lot less newsworthy. An investigation of 
a single shooting isn’t nearly as interesting as a massacre and coverup. 

Six months later the investigation was concluded and the Marine was 
exonerated. The investigation, based on a review of the tape, forensic evidence, 
and interviews with witnesses, concluded that the Marine genuinely feared that 
the prisoner was about to harm him and his fellow Marines, by either detonating 
a bomb or shooting at the Marines. The Marine’s actions were in response to a 
legitimate threat, and therefore completely consistent with the rules of 
engagement, U.S. law, and the Law of Armed Conflict. The Marines announced 
the result of the investigation, but it got very little press coverage—not a 
surprise, since the event itself got so little coverage in the first place. But the 
Marines’ reputation and U.S. national interests remained intact. 

In publicly communicating in the aftermath of the mosque shooting, the Marines 
showed a capacity to operate quickly: to fulfill the appropriate expectations of 
stakeholders before the media had defined the shooting. The Marines themselves 
defined the crisis, their motives, and their actions. They also showed focus, 
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Contrast the Marines’ handling of the Fallujah mosque shooting with the 
Pentagon’s and Administration’s handling of the abuse of Iraqi prisoners in Abu 
Ghraib prison. 

Abu Ghraib and Loss of the First Mover Advantage 

Abu Ghraib prison had become notorious during Iraqi President Saddam 
Hussein’s reign—known in Baghdad as Saddam’s torture chamber. In 2004 it 
became notorious for other reasons. 

The United States had invaded Iraq on March 19, 2003, and by mid-April had 
taken Baghdad and sent Saddam Hussein into hiding. In May the U.S. appointed 
Ambassador Paul Bremer as director of the Iraq Coalition Provisional Authority, 
effectively naming him governor general of Iraq. Ambassador Bremer then set 
about establishing a working government. In September he proclaimed that Iraq 
was free of many of the scourges of the Saddam era: 

The Iraqi people are now free. And they do not have to worry about the 
secret police coming after them in the middle of the night, and they don’t 
have to worry about their husbands and brothers being taken off and shot, or 
their wives being taken to rape rooms. Those days are over.— 

It turned out to be wishful thinking. 

At about the same time, the U.S. had begun to repopulate Abu Ghraib prison. 
Some prisoners were suspected terrorists, insurgents, and allies of Saddam 
Hussein. Some were common criminals. Others were simply swept up in raids, 
or turned in by their private enemies. 

Soon after Ambassador Bremer reassured the Iraqis, members of the 800th 
Military Police Brigade, guarding prisoners at Abu Ghraib, began taking 
souvenir photographs of themselves mistreating prisoners, including sexual 
humiliation and assault. The abuse continued into October, when an inspection 
by the International Committee of the Red Cross uncovered the abuse, which 
was then brought to the attention of the United States government. 

In early January 2004, a soldier with the 372nd Military Police Company, on 
duty at Abu Ghraib, reported both the abuse and the existence of photographic 
evidence to his chain of command. That month the U.S. military began a formal 
investigation, led by U.S. Army Major General Antonio Taguba. On January 21, 
CNN reported on the start of the investigation: 

Sources have revealed new details from the Army’s criminal investigation 
into reports of abuse of Iraqi detainees, including the location of the 


suspected crimes and evidence that is being sought. U.S. soldiers reportedly 
posed for photographs with partially unclothed Iraqi prisoners, a Pentagon 
official told CNN on Tuesday.— 

All the while, President Bush and others in the U.S. government continued to 
differentiate between U.S. occupation of Iraq and Saddam Hussein’s tenure. On 
January 12, President Bush had told a group at an international meeting in 
Mexico, “One thing is for certain [in Iraq]: There won’t be any more mass 
graves and torture rooms and rape rooms.”— On February 4, President Bush said 
that Saddam Hussein, since captured by the U.S. military, “now sits in a prison 
cell, and Iraqi men and women are no longer carried to torture chambers and 
rape rooms.”— 

As the investigation proceeded, key personnel in command of the prison were 
suspended, including Brigadier General Janis Karpinski, commander of the 
800th Military Police Brigade. 

In early March 2004, General Taguba submitted his report.— As a result, formal 
criminal charges were filed against 6 military police personnel, and 17 other 
soldiers were disciplined. 

General Taguba’s report included the following conclusions: 

That between October and December 23, at Abu Ghraib Detention Facility 
(BCCF), numerous incidents of sadistic, blatant, and wanton criminal abuses 
were inflicted on several detainees. This systematic and illegal abuse of 
detainees was intentionally perpetrated.... These allegations of abuse were 
substantiated by detailed witness statements and the discovery of extremely 
graphic photographic evidence.— 

The photographic evidence consisted of the souvenir photos and videos taken by 
the prison guards. The report documented numerous instances of intentional 
abuse, including the following:— 

• Punching, slapping, kicking, jumping on their naked feet 

• Videotaping and photographing naked male and female detainees 

• Forcibly arranging detainees in various sexually explicit positions for 
photographing 

• Forcing detainees to remove their clothing and keeping them naked for 
several days at a time 

• Forcing male detainees to wear women’s underwear 

• Forcing male detainees to masturbate themselves while being photographed 


and videotaped 

• Arranging naked male detainees in a pile and jumping on them 

• Positioning a naked detainee on a [Meals Ready to Eat] Box, with a sandbag 
on his head, and attaching wires to his fingers, toes, and penis to simulate 
electric torture 

• Writing “I am a Rapist” on the leg of a detainee alleged to have forcibly 
raped a 15-year-old fellow detainee, and then photographing him naked 

• Pouring cold water on naked detainees 

• Having sex with a female detainee 

• Using military working dogs without muzzles to intimidate and frighten 
detainees, and in at least one case biting and severely injuring a detainee 

• Threatening male detainees with rape 

• Sodomizing a detainee with a chemical light and perhaps a broomstick 

The report was presented by General Taguba through his chain of command. But 
it was not initially released to the public. On March 19, the one-year anniversary 
of the U.S. invasion of Iraq, National Security Advisor Condoleezza Rice told 
CBS’s The Morning Show, “There are no more rape rooms and torture chambers 
in Iraq.” 12 

The next morning Brigadier General Mark Kimmitt, Deputy Director for 
Coalition Operations in Iraq, told a press briefing: 

As you know, on 14 January 2004, a criminal investigation was initiated to 
examine allegations of detainee abuse at the Baghdad confinement facility at 
Abu Ghraib. Shortly thereafter, the commanding general of Combined Joint 
Task Force Seven requested a separate administrative investigation into 
systemic issues such as command policies and internal procedures related to 
detention operations. That administrative investigation is complete; 
however, the findings and recommendations have not been approved. As a 
result of the criminal investigation, six military personnel have been charged 
with criminal offenses to include conspiracy, dereliction of duty, cruelty and 
maltreatment, assault, and indecent acts with another.— 

On April 15, a month after General Taguba submitted his report, President Bush 
told an audience in Iowa, 

Our military is doing incredibly good work. They’ve been given a hard job. 
They’ve been given a tough job, and they’re performing brilliantly. See, the 
transition from torture chambers and rape rooms and mass graves and fear of 


authority is a tough transition. And they’re doing the good work of keeping 
this country stabilized as a political process unfolds.— 

Both CBS News and reporter Seymour Hirsch at The New Yorker had acquired 
the photographs of guards abusing prisoners, and the text of the Taguba report, 
and had begun putting together stories about the Abu Ghraib abuses. CBS was 
ready to air its program on April 15, but it delayed the broadcast at the request of 
the Chairman of the Joint Chiefs of Staff, U.S. Air Force General Richard 
Myers. CBS delayed the broadcast the following week as well, again at General 
Myers’ request. But on April 28, CBS concluded that The New Yorker would 
publish its article with the photographs within a matter of days, and told the 
Pentagon that it would go ahead with its broadcast, on CBS’s 60 Minutes II. 

The morning that CBS was scheduled to air its program, the U.S. military 
attempted to establish a first mover advantage. It did so in the form of a briefing 
for the media at the Pentagon: 

As you remember, in January it was announced that a criminal investigation 
was initiated to examine allegations of detainee abuse at the Baghdad 
confinement facility at Abu Ghraib. The Criminal Investigation Division 
investigation began when an American soldier reported and turned over 
evidence of criminal activity to include photographs of detainee abuse. CBS 
television has acquired these images and may show some of the evidence 
tonight on 60 Minutes II.... Shortly after the criminal investigation began, 
Lieutenant General Sanchez, the commanding general, requested a separate 
administrative investigation into systemic issues such as command policies 
and internal procedures related to detention operations. That administrative 
investigation is complete. Lieutenant General Sanchez has also directed a 
follow-up investigation of interrogation procedures in detention facilities, 
and that investigation is ongoing. The coalition takes all reports of detainee 
abuse seriously and all allegations of mistreatment are investigated.— 

The statement, in both tone and content, was very matter-of-fact, business as 
usual. And coming from a relatively low-level spokesman, it didn’t have the 
desired effect. It did not effectively define the crisis, the motives, or the actions 
the U.S. was taking. 

That evening, CBS aired its program, including the graphic photographs.— It 
was scathing. And it led to immediate outrage, in the United States and 
elsewhere, about the abuse and sexual humiliation of prisoners by the U.S. The 
pictures were on the front pages of virtually every newspaper and at the 
beginning of every news program in the world. The prisoner abuse at Abu 


Ghraib became the defining atrocity in the Iraq War. And it led to immediate 
outcries for comment, condemnation, and apology from the senior levels of the 
U.S. government. But instead there was near silence from the top. 

The next morning, U.S. Secretary of Defense Donald Rumsfeld told Chris 
Matthews on MSNBC: 

I watched the program, is all I have seen on it. And I watched General 
Kimmitt on that program who is in Iraq and is a professional soldier. And 
the pain in his face, the expressions that he gave of his disappointment and 
his heartbreak at seeing those accusations and allegations that are there. I’m 
in the chain of command. I am not allowed to opine about things like that.... 
Allegations like that will end up in the military justice system as they 
should.— 

That statement was remarkable. How could the Secretary of Defense know 
nothing about Abu Ghraib except what he had watched on television? The 
statement expressed little curiosity about what had happened; no commitment to 
get to the bottom of it; no discussion of justice being sought; no affirmation of 
core values or of steps that had been taken and were being taken to prevent 
further abuse. Rather, it contained a weak assertion that the Secretary of Defense 
is not allowed to opine on such topics. 

President Bush did not address the American public, but did share his views with 
Canadian Prime Minister Paul Martin, who was visiting in the White House the 
following morning. Speaking with reporters about the meeting, the President 
said, “I shared a deep disgust that those prisoners were treated the way they were 
treated. Their treatment does not reflect the nature of the American people.” - 
But that quote didn’t make the newspapers. What he said later did. Responding 
to the casualties in Iraq that month, President Bush reminisced about the one- 
year anniversary of his declaring “Mission Accomplished” in Iraq. The President 
said: 

A year ago, I did give the speech from the carrier, saying that we had 
achieved an important objective, that we’d accomplished a mission, which 
was the removal of Saddam Hussein. And as a result, there are no longer 
torture chambers or rape rooms or mass graves in Iraq.— 

The reference to torture chambers and rape rooms, less than 48 hours after the 
pictures of sexual abuse, humiliation, and torture, left many baffled, many others 
angry. 

On Monday, May 4, National Security Advisor Condoleezza Rice went on the 
Arabic-language network A1 Arabiva, and told the Arabic-sneaking world: 


I want to assure people in the Arab world, Iraq, around the world, and the 
American people, that the President is determined to get to the bottom of it, 
to know who is responsible and to make sure that whoever is responsible is 
punished for it and held accountable.... we are deeply sorry for what has 
happened to these people, and what the families must be feeling. It’s just not 
right. And we will get to the bottom of what happened.— 

The words were right, but they came from the wrong person. A relatively 
unknown figure outside the United States at that time, Dr. Rice seemed to be a 
functionary rather than the principal on whose behalf she was speaking. Her 
apology and her assurance that the President was determined to get to the bottom 
of the issue left people wondering why the President hadn’t said so himself. An 
apology by a functionary is not the same as an apology by a principal. In this 
case, because Dr. Rice was not in the chain of command, her comments weren’t 
taken seriously, especially in the Gulf. 

The same day, Secretary of Defense Rumsfeld addressed a Pentagon press 
briefing, and took issue with reporters’ calling the Abu Ghraib situation 
“torture”: 

I’m not a lawyer. My impression is that what has been charged thus far is 
abuse, which I believe technically is different from torture.... I don’t know if 
it is correct to say what you just said, that torture has taken place, or that 
there’s been a conviction for torture. And therefore I’m not going to address 
the torture word.— 

The White House also announced that President Bush would speak directly to 
the people of Iraq and of the Arab world in two separate interviews: The first 
was to be with Alhurra, a U.S.-operated Arabic-language television station based 
in Iraq and part of the U.S. government; the second was with A1 Arabiya. 

Pundits and commentators assumed that President Bush would apologize to the 
people of Iraq, and the White House did not dissuade them from that 
assumption. But in neither interview did he apologize. 

He told Alhurra: 

First time I saw or heard about pictures was on TV. However, as you might 
remember, in early January, General Kimmitt talked about an investigation 
that would be taking place about accused—alleged improprieties in the 
prison. So our government has been in the process of investigating.— 

He told A1 Arabiya: 

The practices that took place in that prison are abhorrent and they don’t 


represent America. They represent the actions of a few people.... 

In our country, when there’s an allegation of abuse...there will be a full 
investigation.... We have a presumption of innocent until you’re guilty in our 
system.... This is a serious matter. It’s a matter that reflects badly on my 
country.— 

The lack of an apology, and the statement about the presumption of innocence, 
caused the opposite reaction than had been hoped. Many in the intended 
audience—who were unaware of American jurisprudence and the constitutional 
presumption of innocence—interpreted the statement as an assertion that the 
prison guards were in fact innocent. 

The White House had set an expectation that the President would apologize. It 
then had to field questions about failing to fulfill those expectations. Press 
Secretary Scott McClellan faced the media: 

Q: “Okay, a simple question. The President had two interviews today the 
White House set up for Arabic TV networks. In neither did the President 
apologize. Why was that?” 

McClellan: “We’ve already said that we’re sorry for what occurred, and 
we’re deeply sorry to the families and what they must be feeling and going 
through, as well. The President is sorry for what occurred and the pain that it 
has caused. It does not represent what America stands for.”— 

Later in the briefing he was asked again: 

Q: “If the Arab world had heard him—heard the President personally 
apologize—it would have gone a long way. Why did he choose not to use 
those words?” 

McClellan: “Well, I just told you, the President is deeply sorry for what 
occurred, and the pain that it has caused.” 

Q: “Why didn’t he say so himself?” 

McClellan: “The President is deeply sorry for it. And he was pleased to sit 
down and do these interviews and address the questions that were asked of 
him.” 

Q: “Why didn’t he say so himself?” 

McClellan: “I’m saying it for him right now.”— 

A functionary describing the principal’s regret is not the same as the principal 
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not the same as the principal apologizing. One of the burdens of leadership is to 
say things that are uncomfortable. President Bush seemed unwilling or unable to 
utter the words to the people of Iraq. 



From Warfighting 

Also inherent [in maneuver warfare] is the need to focus our efforts in 
order to maximize effects. We must focus effects not only at the decisive 
location but also at the decisive moment. We achieve focus through 
cooperation toward the accomplishment of a common purpose. This 
applies to all elements of the force, and involves the coordination of 
ground combat, aviation, and combat support services. The combination 
of speed and focus adds “punch” or “shock” effect to our actions. It 
follows that we should strike with the greatest possible combination of 
speed and focus. 


Also inherent in effective communication is the need to focus 
our engagements in order to maximize effect. We achieve focus 
through consistency of message and tone, delivered in a timely way, 
across multiple spokespeople and multiple communication channels. 
The combination of speed and focus provides maximum impact. 
It follows that we should engage stakeholders with the greatest 

possible combination of speed and focus. 


The next day President Bush met in the Oval Office with Jordan’s King 
Abdullah. Afterward, the President and the king met with reporters in the Rose 
Garden, and President Bush said, 

I told him I was sorry for the humiliation suffered by the Iraqi prisoners and 
the humiliation suffered by their families. I told him I was equally sorry that 
the—that people would see those pictures, didn’t understand the true nature 
and heart of America.— 

The President had not apologized on Arabic-language television to the people of 
Iraq. But he told the King of Jordan, Iraq’s neighbor, that he was sorry for the 
humiliation of the Iraqi prisoners. Telling the king of a neighboring country that 
he was sorry about what happened in Iraq was not the same as saying he was 






sorry lu uie people oi rraq. 

That day New York Times columnist Thomas Friedman called on the President to 
fire Defense Secretary Rumsfeld: 

This administration needs to undertake a total overhaul of its Iraq policy; 
otherwise, it is courting a total disaster for us all. That overhaul needs to 
begin with President Bush firing Secretary of Defense Donald Rumsfeld— 
today, not tomorrow or next month, today. What happened in Abu Ghraib 
prison was, at best, a fundamental breakdown in the chain of command 
under Mr. Rumsfeld’s authority, or, at worst, part of a deliberate policy 
somewhere in the military-intelligence command of sexually humiliating 
prisoners to soften them up for interrogation, a policy that ran amok.— 

Finally, the next day Secretary Rumsfeld apologized to the people of Iraq. Ten 
days after the photographs were made public, the Defense Secretary delivered a 
statement in front of two congressional committees: first the Senate Armed 
Services Committee, then the House Armed Services Committee. In those 
statements he finally gave voice to what should have been said on the very first 
day: 

So to those Iraqis who were mistreated by the members of the U.S. armed 
forces, I offer my deepest apology. It was inconsistent with the values of our 
nation; it was un-American.— 

The apology was the right thing to say, and coming from the Defense Secretary, 
speaking on his own behalf, it was seen to be from someone accountable in the 
chain of command (compared to a third-party expression of apology from the 
National Security Advisor some days earlier). It came eight days after the 
Defense Secretary had said that he wasn’t supposed to opine on such matters. 

If Secretary Rumsfeld had said those words the night the program aired—or 
better yet, before it aired—the coverage could have played out differently, and 
the outrage may have been more muted. But by the time he said it, the apology 
seemed forced, insincere, and contrived. 

The contrast between the Marines’ handling of the mosque shooting and the 
Pentagon’s and Administration’s handling of the Abu Ghraib photographs is 
stark: 

• The Marines played offense: They seized initiative to take the first mover 
advantage by communicating first, forcefully, and consistently from high in 
the chain of command. On Abu Ghraib the Pentagon played defense, poorly. 
It allowed the photographs to air without a senior policymaker shaping the 
public perception. And senior policymaker silence in the immediate 


aftermath left the impression that the Administration didn’t care or that it 
condoned the mistreatment of prisoners. 

• The Marines’ commentary was consistent throughout the chain of command. 
The Pentagon’s and Administration’s response on Abu Ghraib lacked focus. 
It was inconsistent across the chain of command and even among 
individuals. For example, Secretary Rumsfeld initially said he shouldn’t 
opine, but later apologized. National Security Advisor Rice and White House 
Spokesman McClellan both spoke about President Bush being sorry for what 
happened, but President Bush didn’t express that regret directly to the Iraqi 
people, even as he described his regret indirectly to the Prime Minister of 
Canada and to the King of Jordan. And President Bush and others in the 
Administration continued to repeat their comments about a post-Saddam Iraq 
no longer having torture chambers and rape rooms, even while pictures of 
sexual humiliation and torture were appearing on television and on 
newspaper front pages. 

• The Marines fulfilled the appropriate expectations of both Americans and 
international observers; the Pentagon and Administration did not. 

The first mover advantage applies well beyond matters of life and death or 
national security. It applies whenever there’s a need to manage the interpretation 
of events. 

The First Mover Advantage and Celebrity Scandal 

On October 1, 2009, comedian and late-night television host David Letterman 
looked his studio audience in the eye and matter-of-factly said, “I’m glad you 
folks are here tonight, and I’m glad you’re in such a pleasant mood because I 
have a little story that I would like to tell you and the home viewers as well. Do 
you feel like a story?”— The audience applauded and cheered, not knowing what 
the story would involve, but assuming that it would be part of his usual 
irreverent commentary on the news of the day. 

Letterman, host of The Late Show on CBS, then spent ten minutes telling a 
personal anecdote outside the usual scope of his comedy. The key elements of 
his narrative were these:— 

• Several weeks earlier he had found a package in his car, with a note saying 
that the note’s author knew and could prove that Letterman had done 
“terrible things.” 

• The note’s author said that he planned to write a screenplay featuring 
Letterman and his misbehavior. But he would not write the screenplay if 


Letterman paid him “some money.” 

• Letterman called his lawyer, who suggested that they meet with the person to 
determine what was going on. 

• They met, and the person told them that he would produce a very damaging 
film about Letterman unless he received a “very large sum of money.” 

• The lawyer contacted the Manhattan District Attorney’s office, which 
concluded that Letterman was being blackmailed. Letterman then cooperated 
with the District Attorney’s investigation. 

• Letterman and his lawyer met again with the blackmailer, who confirmed 
that he knew that he was committing a crime, and raised the stakes: unless he 
was paid, he’d write not only a damaging screenplay but also a damaging 
book. 

• They arranged a third meeting, at which time Letterman paid the extortionist 
$2 million, in the form of a personal check. 

• That morning Letterman had testified in front of a grand jury. The testimony 
involved not only the extortion attempt, but also the details of the 
misbehavior that the extortionist had threatened to expose. 

Letterman’s narrative continued: 

And I had to tell them how I was disturbed by this, I was worried for myself, 
I was worried for my family, I felt menaced by this. And I had to tell them 
all of the creepy things that I have done, that were going to be [laughter]. 
Now why is that funny? That’s, I mean.... [laughter/applause] So the idea is 
that if they believe, in fact, a crime has been committed, then they issue a 
warrant, and that’s exactly what happened. And a little bit after noon today, 
the guy was arrested.— 

The audience cheered at the news that the extortionist had been arrested. But 
they still hadn’t heard what the misbehavior in question had been. Letterman 
finally, more than seven minutes into his story, delivered the news: 

Now, of course, we get to, “what was it?” What was all the creepy stuff 
[laughter] that he was gonna put into the screenplay and the movie? And the 
creepy stuff was that I have had sex with women who work for me on this 
show.— 

The audience let out a quiet gasp. Letterman, looking the TV audience in the 
eye, continued, “Now. My response to that is, yes I have.”— 

The audience laughed and applauded. He went on: “I have had sex with women 


who work on this show.” The audience applauded more strongly. “And would it 
be embarrassing if it were made public? Perhaps it would. Perhaps it would.” 

The audience laughed. “Especially for the women.” More laughter and applause. 
He didn’t name the women, and said it was up to them to decide whether they 
would talk about the matter.— 

Letterman then thanked the District Attorney and described his motive in 
coming forward: 

It’s been a very bizarre experience. I feel like I need to protect these people. 

I need to certainly protect my family. I need to protect myself—hope to 
protect my job—and the friends, everybody that has been very supportive 
through this. And I don’t plan to say much more about this on this particular 
topic. So, thank you for letting me bend your ears.— 

The audience applauded, and Letterman closed by making fun of himself: 

Now. I know what you’re saying. “I’ll be darned, Dave’s had sex!” 

[laughter] That’s what the grand jury said also, [laughter] “Really? You’ve 
had sex?”— 

Letterman thanked the audience for listening, and went to commercial. 

The news coverage that night and the following days was less on the scandal of 
Letterman’s affairs and more on the extortionist and the women. The extortionist 
was revealed to be Robert Joe Halderman, a CBS News producer whose 
girlfriend was one of the women Letterman had been involved with. Halderman 
was promptly fired by CBS News. After a week of low-intensity coverage about 
Letterman, the scandal subsided and Letterman kept his job. 

Letterman had used the first mover advantage effectively. He took the initiative 
and kept it. He defined the crisis as an extortion attempt. He defined his motives 
as self-protection and the protection of his friends and family. He defined his 
actions as coming clean and getting the extortion behind him: “What you don’t 
want is a guy saying, ‘Oh, I know you had sex with women so I would like $2 
million or I’m going to make trouble for you.’ So that’s where we stand right 
now.” 

By communicating first and fully, Letterman controlled the agenda. He 
controlled the narrative, even referring to it as a story. If he hadn’t, the 
likelihood is that the arrest report would have made it into the celebrity gossip 
world, into the entertainment media, and then into the mainstream media. 
Reporters would have camped out near the Letterman studios, and CBS 
executives would have been called on to fire Letterman as well as the 
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Letterman also understood who his key stakeholder group was: the audience of 
his television program. He didn’t release an impersonal statement to the media; 
he didn’t hold a press conference. He made his statement directly to his 
television audience as part of his show. The audience heard directly from him, in 
his voice, with his characteristic irreverence, this time directed at himself. 

Operationalizing the First Mover Advantage 

Leaders all too often allow delicate situations to linger too long. Worried about 
embarrassment, litigation, or being fired, they become paralyzed with fear and 
either make poor decisions or no decisions. All the while their stakeholders— 
including employees, customers, business partners, and investors—are looking 
to the leaders for a sign that they’re in control. And in the silence the vacuum 
gets filled by critics, adversaries, the media, and others. 

So leaders need some mechanism to determine when to communicate: 
Communicate too late and they lose the tmst and confidence of their 
stakeholders; too soon and they may unleash a set of events beyond their control. 
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The Four-Question Test 

The most effective way to make decisions about when to communicate is 
to operationalize the first mover advantage by asking four related 
questions, all of which have to do with stakeholder awareness and 
expectations: 

1. Will those who matter to us expect us to do or say something 
now? If so, we need to act and communicate now. 

In the case of the Marines and Fallujah, those who matter to 
them could reasonably expect the Marines to take the shooting 
incident seriously, and an investigation seemed like an 
appropriate first step. 

Similarly, the government’s failure to act in the aftermath of the 
release of Abu Ghraib photographs left people wondering: Are 
they not taking this seriously? If the President and Defense 
Secretary were in fact sorry, why didn’t they say so themselves? 
Did they in fact support or endorse the mistreatment of 
prisoners? 

If David Letterman had not told his audience about both the 






extortion attempt and his own misbehavior, the audience would 
likely have been similarly puzzled when they read or heard 
about it from news sources. And their trust could easily have 
been strained or lost. 

2. Are others talking about us now, shaping the perception about 
us, among those who matter to us? Do we have reason to believe 
they will be soon? If so, we need to communicate quickly and fully 
before others define the crisis, our motives, or our actions. 

In the case of the Marines at Fallujah, the NBC cameraman 
would likely tell his colleagues and bosses about the event and 
the confiscated tape. By communicating first (and by returning 
the tape to prevent the charge of coverup), the Marines were 
able to define the story as an investigation into an allegation of 
an unlawful use of force, not as an execution. And they defined 
their motive as seeking the facts and truth, and of complying 
with the law. 

In contrast, the government’s silence, poor communication, and 
inconsistent communication in the aftermath of Abu Ghraib, 
while all the world’s media was covering the story, caused trust 
and public support to fall dramatically. 

And David Letterman knew that the arrest of his blackmailer 
would be newsworthy and would prompt lots of media 
speculation about what the blackmail was all about. His framing 
the story in his way—including coming clean about the affairs 
—allowed him to control the communication agenda. 

3. Will silence be seen as indifference or as an affirmation of guilt? 

If so, we need to not be silent, but rather to engage fully to prevent 
the perception of indifference. 

Silence on the Marines’ part would certainly have been seen as 
indifference or as coverup. 

Silence in the Abu Ghraib aftermath in fact was so interpreted. 

And Letterman’s silence would have been interpreted as 
embarrassment about his own conduct, which would have 
become the subject of ongoing news coverage. 

4. If we wait, will we lose the ability to control the outcome? If so, 

we should not wait. 

McDonald’s knew that a convention center full of restaurant 



operators expected clarity about the future of the company. By 
naming a new CEO quickly, McDonald’s controlled the 
content, tone, and tenor of its most important meeting of the 
year. 

The Marines and Letterman effectively contained their outcome 
and suffered no lasting damage. The Marines’ reputation 
remained intact. Even the Marine who did the shooting was 
later found to have behaved appropriately. 

Abu Ghraib became a defining event in the U.S. war in Iraq. It 
provoked a much stronger insurgency than had been 
experienced to date (in many ways making the Second Battle of 
Fallujah necessary six months later). And it convinced many in 
and out of Iraq that the U.S. was not the liberator it claimed to 
be, but rather an occupying and oppressive power. 

If the answer to all of the four questions is no, then the leader should 
watch and wait, prepare to engage stakeholders, and then engage 
whenever the answer to any one of them turns from no to yes. But as 
soon as the answer to any of the four questions is yes, the leader needs to 
overcome fear, inertia, embarrassment, or anxiety, and engage 
stakeholders effectively and quickly. 


Recap: Best Practices from This Chapter 



From Warfighting 


Speed is rapidity of action. It applies to both time and space. 
Speed over time is tempo—the consistent ability to operate quickly. 
Speed over distance, or space, is the ability to move rapidly. 
Both forms are genuine sources of competitive advantage. 

In other words, speed is a weapon that provides 

competitive advantage. 


The offense contributes the first mover advantage. 
We normally associate offense with initiative: 






The most obvious way to seize and maintain the initiative is 
to communicate first and keep communicating. 


Also inherent in effective communication is the need to focus 
our engagements in order to maximize effect. We achieve focus 
through consistency of message and tone, delivered in a timely way, 
across multiple spokespeople and multiple communication channels. 
The combination of speed and focus provides maximum impact. 
It follows that we should engage stakeholders with the greatest 

possible combination of speed and focus. 


Lessons for Leaders and Communicators 

In controversial situations leaders need to step up and control the communication 
agenda, thereby controlling their destinies. The consistent ability to operate 
quickly in high-stakes situations—to make smart decisions and to engage 
stakeholders effectively—creates a powerful competitive advantage. This is true 
in business—per McDonald’s—and in nonbusiness settings. 

The longer it takes to fulfill appropriate stakeholder expectations, the harder it 
becomes. Incremental delays in fielding an appropriate response have a greater 
than incremental effect on the outcome. An apology on Day 1 may be sufficient 
to prevent expressions of outrage; an apology on Day 10 after uninterrupted 
expressions of outrage probably won’t be sufficient. 

The first mover advantage prevents critics and adversaries from framing the 
situation. Leaders need to define the crisis, their motives, and their actions first, 
consistently, and persistently. When stakeholders expect their leaders to step up, 
the leaders need to. Subordinates describing a leader’s regret is not the same as 
the leader expressing regret. 

As important as the consistent ability to operate quickly is focus: the ability to 
concentrate attention on the right thing, and to align multiple communications by 
multiple parties. The burden of leadership is to seize the initiative when it can do 
the most good. 





5. Initiative, Maneuver, and 
Disproportionality 


On July 22, 2009, President Barack Obama launched his single-most-important 
legislative initiative: a proposed reform to the United States healthcare system. 
He knew that healthcare reform would be a tough sell. President Bill Clinton had 
tried and failed to reform healthcare in his first term. 

President Obama wanted to seize the initiative and control the terms of debate. 

So he launched his campaign using all the magisterial authority of his office: an 
hour-long, prime-time press conference in the East Room of the White House. 

He strode confidently down a red carpet, through an oversized doorway that 
served as a proscenium arch, up to the presidential lectern. An American flag 
stood stage right; the presidential flag, stage left. It was a portrait of power, the 
very image of a president in control. 

And for the first 50 minutes he was masterful, making his case to the American 
people about why healthcare needed to be reformed, how he proposed to go 
about it, and how the Congress should proceed. His proposals were bold and 
very straightforward: provide every American with access to affordable 
healthcare; eliminate the exclusion of preexisting conditions in health insurance 
coverage; provide an alternative to private healthcare plans for those who could 
not afford them—a so-called “public option.” He called on the United States 
Senate to pass healthcare reform before its August recess—just three weeks 
away. He parried reporters’ questions effectively, constantly bringing the topic 
back to his core themes.- 

But in the final moments of the hour-long press conference, the President lost 
control. Just for a moment. But it was a decisive moment. And in that moment 
he lost the war. While something called “healthcare reform” eventually passed, it 
fell well short of his goals: It didn’t cover every American, it delayed 
meaningful elimination of the preexisting condition exclusion for many, and 
there was no public option. 



From Warfighting 
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even decisive—effects. 


In communication, incremental changes or minor events can have 
a greater-than-incremental impact on outcomes. 


The principle of disproportionality says that not all actions are equivalent, and 
that there isn’t necessarily a one-to-one stimulus-response relationship. The 
same applies in communication: Not all words are created equal. Different words 
have different impacts. And because communication is a process of mutual 
adaptation, of move and countermove, the leader needs to consider the response 
his or her words are likely to provoke. And to resist the temptation to say 
anything that triggers a response different from the desired response. Because 
saying the wrong thing even once can derail an otherwise carefully planned 
event and hand the initiative to one’s opponents. 

Race Trumps Healthcare 

President Obama inadvertently did just that. He took one final question, from a 
reporter from his hometown newspaper, whom he knew well and who had 
covered his political rise since 2004. Lynn Sweet of the Chicago Sun-Times 
asked a question unrelated to healthcare. 

Several days earlier, Henry Louis Gates, Jr., a Harvard University professor and 
producer, writer, and host of several public television series on race relations in 
America, had returned from an overseas trip and had trouble opening the door to 
his Cambridge, Massachusetts, home. He struggled with the lock for some time. 
Eventually, with the help of his taxi driver, a Moroccan immigrant, he got the 
door open. Then he went inside. An observer saw two black men struggling to 
get into the home and called the police. The Cambridge police arrived and 
demanded to see professor Gates’s identification, to prove that he actually lived 
in the house. Professor Gates refused, and the police took him into custody. 

Professor Gates is director of the W.E.B. Du Bois Institute for African and 
African American Research, and is a friend of President Obama. His arrest in his 
own home provoked widespread accusations of racial profiling—that he was 
arrested for looking out of place. It generated moderate levels of media 
coverage, mostly for the irony that the black man arrested for looking out of 
place was a prominent figure in the study of the African American experience in 
America. 

At President Obama’s press conference, Lynn Sweet asked the President to 





comment on the implications of the arrest: “Recently, Professor Henry Louis 
Gates, Jr., was arrested at his home in Cambridge. What does that incident say to 
you, and what does it say about race relations in America?”- 

It was a perfectly reasonable question. And it would have been perfectly 
appropriate for the President to decline to talk about it, if for no other reason 
than that his commenting might compromise an ongoing investigation into 
whether the Cambridge police had violated professor Gates’s rights. President 
Obama began his response by acknowledging that he and Professor Gates were 
friends and that he didn’t know what had actually happened: “Well, I should say 
at the outset that Skip Gates is a friend, so I may be a little biased here. I don’t 
know all the facts.... Now, I don’t know, not having been there, and not seeing 
all the facts, what role race played in that.”- This would have been a sufficient 
response. Or he could have said something more along the lines of ...and 
therefore I’ll wait until the investigations are concluded before offering an 
opinion.” Such a response would have been seen as an appropriate way to 
answer the reporter’s appropriate question. And it likely would have been 
forgotten. 

But President Obama said something else. He offered an opinion: “But I think 
it’s fair to say, number one, any of us would have been angry; number two, that 
the Cambridge police acted stupidly in arresting somebody when there was 
already evidence that they were in their own home; and number three, what I 
think we know separate and apart from this incident is that there is a long history 
in this country of African Americans and Latinos being stopped 
disproportionately—and that’s just a fact.”- 

The President took Lynn Sweet’s bait and spoke about race in America. And in 
the process he criticized the Cambridge police. His single phrase—“the 
Cambridge police acted stupidly”—was repeated endlessly in the ensuing media 
coverage. The President had inadvertently said something far more interesting 
than the need to reform healthcare. He put himself in conflict with the 
Cambridge police. And he lost the first mover advantage in controlling the 
debate about healthcare. And although a very watered-down version eventually 
was enacted into law, it was such a watered-down version that it was criticized 
by both his opponents and his supporters. 

In other words, the response to Lynn Sweet’s question cost the President his 
most important legislative initiative. 

Seemingly minor incidents can have major consequences. And a relatively minor 
phrase—“the Cambridge police acted stupidly”—can derail a carefully 




constructed political process, in politics tnis is sometimes called "stepping on 
your message.” 

The President’s goal in his press conference was to prime the political pump—to 
create momentum, initially through press coverage and then through a concerted 
legislative campaign, to control the healthcare debate. And to do that by 
controlling the communication agenda. But he never controlled the agenda, and 
therefore never got that momentum. His offering of his opinion showed an 
uncharacteristic lack of discipline. And it caused self-inflicted harm. 

That phrase led to a news media feeding frenzy and elevated what had been 
mostly a local police matter into a national story on race in America, complete 
with presidential validation. It put the country’s most prominent African- 
American in a personal dispute with local law enforcement. And it crowded out 
most of the healthcare coverage the President had hoped for. 

That small phrase eclipsed the President’s healthcare message. While the news 
media dutifully reported the President’s healthcare proposal in the first news 
cycle, the overwhelming news coverage for more than a week—especially on 
television—was on the dispute between the President and the Cambridge cops. 
Instead of 24/7 coverage of healthcare, there was 24/7 coverage of racial 
profiling. 

After three days of all-Cambridge-cops-all-the-time on TV, President Obama 
admitted that he could have “calibrated those words differently.”- But his 
admission didn’t change the story. 

Eight days after the press conference, with the race story still in full bloom, the 
President chose a grand gesture that he hoped would finally put the story to rest. 
He invited the police officer and professor Gates to the White House to “share a 
beer” and thrash things out. The media dubbed the meeting the White House 
Beer Summit. That evening the news media stood behind a rope line outside the 
White House, with cameras trained on a table with four chairs that had been set 
up in the Rose Garden. Then the President, Vice President Joe Biden, the 
professor, and the police officer took their seats and drank their beers. The news 
media noted that the four couldn’t even agree on which brand of beer to drink— 
so each had his own particular brand. Rather than conciliation and reconciliation 
that would put the story to rest, the Beer Summit kept the focus on race relations 
and on disagreement. It also provoked another side issue: none of the four beers 
was made by an American company, something that caused minor protests and 
further distraction. 

The President’s and news media’s distraction gave the President’s opponents an 
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public opinion against the President’s proposal. Pundits and interest groups 
began calling the plan a “massive government takeover of healthcare” in which 
bureaucrats would make life-and-death choices about medical treatments. A 
relatively benign and long-accepted provision to compensate doctors for 
consulting with patients and their families on end-of-life options was 
characterized as “death panels,” and members of Congress took to the House 
floor to warn that seniors were at risk. 

Initiative and Response 


From Warfighting 

All actions in war, regardless of the level, are based upon either taking 
the initiative or reacting in response to the opponent. By taking the 
initiative, we dictate the terms of conflict and force the enemy to meet us 
on our own terms. The initiative allows us to pursue some positive aim 
even if only to preempt an enemy initiative. It is through the initiative 
that we seek to impose our will on the enemy. 



All communications are based upon either 
taking the initiative or reacting in response to the audience, 

adversaries, or the environment. 
By taking the initiative, we dictate the terms of discussion 
and the communication agenda. It is through the initiative that 

we seek to influence our audience. 


In Chapter 4. “ Speed. Focus, and the First Mover Advantage. ” we noted that 
there’s a first mover advantage in war and in communication. Whoever controls 
the communication agenda typically wins. The communication agenda consists 
of both the topics for discussion and the vocabulary for that discussion. In 
American politics we see this in the labels various parts of the political spectrum 
use to name the same thing: The tax on large estates after someone dies, long 
called the estate tax, is labeled a “death tax” by those who oppose it. The 
abortion debate is typically framed as between those who call themselves “pro- 
choice” and those who call themselves “prolife.” 

The first mover advantage is a further example of disproportionality. A delay of 







just a few minutes can allow an adversary, a critic, a competitor, the media, 
social media, or others to seize the initiative and move an audience to think, feel, 
or do the opposite of what we might want it to. 

President Obama wanted to control the healthcare debate: to frame the issues on 
his terms. He wanted to outmaneuver his opponents, to shape public opinion and 
win hearts and minds before they had a chance to respond. That was the whole 
point of the press conference. And the whole reason he made it such a big event. 



From Warfighting 


The Marine Corps concept for winning is a warfighting doctrine based on 
rapid, flexible, and opportunistic maneuver. The essence of maneuver is 
taking action to generate and exploit some kind of advantage over the 
enemy as a means for accomplishing our objectives as effectively as 
possible. 


Our concept of effective communication is 
based on rapid, flexible, and opportunistic maneuver. 
The essence of maneuver is taking action to generate 
and exploit some competitive advantage to influence audiences 
so as to accomplish our objectives as effectively as possible. 


But the President stumbled, and his opponents stole the march on him when he 
took a reporter’s question about race and racial profiling. Rather than controlling 
the agenda—or even being able to address the agenda—the President spent more 
than a week trying to put out a fire of his own making. Instead of using 
maneuver to his advantage, he inadvertently handed the opportunity to maneuver 
to the other side. 

The President’s opponents seized the initiative for themselves. The United States 
Senate did not pass healthcare before the August recess. As a body it didn’t even 
consider healthcare. During the recess, in turn, congressional town hall meetings 
on healthcare reform were subject to organized and orchestrated disruptions. 
Democratic congressmen found themselves on the receiving end of shouting, 
interruptions, and other displays of incivility. The media initially reported the 
disruptions as spontaneous, but soon it became clear that a series of interlocking 
front groups funded by business interests had organized the disruptions, 



complete with how-to kits on how and when to disrupt, and busing protestors 
from meeting to meeting. 

Along the way, the media noted that a potent political force had emerged to 
oppose both healthcare and the President’s larger agenda: the Tea Party 
movement. Named for the 1773 Boston rebellion against taxes imposed by 
Britain against the American colonies, the Tea Party had taken tentative steps to 
protest taxes and President Obama in the spring of 2009, but it found its voice 
and its organizing power in the August healthcare town hall disruptions and 
protests. 

By early September, the President needed to change the dynamic in his favor. He 
needed to reclaim the agenda and restore the terms of discussion back to his own 
vocabulary. 

He chose another grand gesture—this time a joint session of Congress. The 
trappings of the White House East Room would no longer suffice. He needed to 
address the Congress itself from the podium of the House of Representatives. A 
giant American flag hung behind him. House Speaker Nancy Pelosi presided 
over the chamber, Vice President Biden to her right, both sitting just behind and 
flanking the President. 


From Warfighting 

The flux of war is a product of the continuous interaction between 
initiative and response. Actions in war more or less reflect the constant 
imperative to seize and maintain the initiative. The initiative is clearly the 
preferred form of action because only through the initiative can we 
ultimately impose our will on the enemy. 



Communication is a product of continuous interaction between 
initiative and response. Effective communication is more or 
less the constant imperative to seize and maintain the initiative. 
The initiative is clearly the preferred form of action because only 
through the initiative can we ultimately impose our will to 

influence our audience. 


By using the even greater magisterial authority of a joint session, the President 



thought he could change the game. He needed to overcome the news media’s 
fascination with conflict, recapture the initiative from the Tea Party, and get the 
debate back to his actual proposal. 

And in his speech to Congress he took a sharper tone than usual when 
highlighting the many mischaracterizations and misstatements about healthcare. 
He said, 

Given all the misinformation that has been spread over the past few months, 
I realize that many Americans have grown nervous about reform. So tonight 
I want to address some of the key controversies that are still out there. Some 
of people’s concerns have grown out of bogus claims spread by those whose 
only agenda is to kill reform at any cost. The best example is the claim, 
made not just by radio and cable talk shows, but by prominent politicians, 
that we plan to set up panels of bureaucrats with the power to kill off senior 
citizens. Now such a charge would be laughable if it weren’t so cynical and 
irresponsible. It is a lie, plain and simple.- 

At that point Democrats in Congress rose in a standing ovation, while 
Republicans stayed seated, some chatting nervously to their colleagues. 

The President continued his litany of mischaracterizations: “There are also those 
who claim that our reforms would insure illegal immigrants. This too is false. 
The reforms, the reforms I’m proposing, would not apply to those who are here 
illegally. 

As he spoke, a relatively obscure congressman named Joe Wilson, a Republican 
from South Carolina, interrupted the President with a shouted outburst: “You 
lie!”- In tone it resembled the disruptions of congressional town hall meetings. 
But the context was completely different. It was an unprecedented breach of 
decorum and of House rules, and a remarkable display of incivility toward a 
President of the United States. A stunned Nancy Pelosi, in the Speaker’s chair, 
focused her eyes on the congressman, a look of horror on her face. Vice 
President Biden looked down, as if embarrassed. Members of Congress reacted 
to the outburst with their own: booing Congressman Wilson. The President, 
taken aback, pointed a finger in the direction of his heckler, and said, “It’s not 
true.”- 

The President continued down his list, but the damage was done. The media 
coverage the next day and throughout the next week was on Congressman 
Wilson, who quickly became a household name. Congressman Wilson called the 
White House that night to apologize for his outburst, but he refused to apologize 


to House of Representatives colleagues for his breach of House rules. He 
became the darling of conservative talk radio, and coverage of his outburst 
dominated the Sunday political talk shows, even as the President’s staff appeared 
on the programs to defend healthcare reform. Congressman Wilson’s Web site 
got so much traffic that it crashed. And he raised millions of dollars for his 
reelection campaign. 

That Sunday, President Obama went on the CBS news magazine 60 Minutes. He 
acknowledged that he had lost control of his healthcare message. Asked about 
Congressman Wilson’s outburst, the President said: 

Well, see, this is part of what happens. I mean, it becomes a big circus 
instead of us focusing on healthcare. You know, this is a story that people 
will run with for a week. In the meantime, we have stopped serious debate 
about how are we going to make sure that insurance companies who don’t 
treat their customers right are checked. That’s the conversation I want to 
have.— 

By the President’s own admission, his attempt to reclaim the initiative faltered. 
For the rest of the legislative session the President was playing catch-up. 

After his proposals were watered down to overcome Senate filibusters, and other 
legislative maneuvering, a bill labeled healthcare reform finally passed both 
houses of Congress and was signed into law on March 23. But it was a very 
tepid version of what the President had laid out in July. It failed to cover all 
uninsured, it lacked a public option for those without insurance, and it delayed 
implementation of many key provisions—including guarantees of insurance 
despite preexisting conditions. Just getting something passed was an 
accomplishment. But what was actually passed was not what the President had 
in mind when he began the process. 

The healthcare debate is an object lesson in leaders’ need to control the 
initiative. Throughout, the President tried big gestures, first to get control, and 
then to get it back. But it wasn’t a big gesture that deprived the President of the 
momentum to control the agenda in the initial moments of the campaign, but a 
relatively minor one whose impact was disproportionate to the words spoken. He 
stepped on his message and said something wildly interesting, thereby losing the 
critically important first news cycle. And the vacuum was filled by his 
opponents, who masterfully capitalized on the opening the President provided. 

Adventures in Time 

Disproportionality applies not only to what one says but also to when one says it. 


Ideally a leader can exercise the first mover advantage. But sometimes that isn’t 
possible. But even when others begin to define a situation before a leader can, 
there’s still an opportunity to protect one’s reputation and regain control of the 
agenda. It just gets harder and harder to control the agenda as time passes. 

In Chapter 4 we mentioned the Golden Hour of Crisis Response, which is part of 
operationalizing the first mover advantage. The Golden Hour doesn’t refer to a 
particular number of minutes, but rather to the observation that incremental 
delays in controlling the communication agenda lead to greater-than-incremental 
harm. 

The Golden Hour arose out of emergency medicine. We know that the longer it 
takes to get competent medical care after a serious accident or heart attack, the 
slimmer the chances of survival. And that medical procedures that would work 
in the first few minutes would be woefully inadequate 90 minutes later. That’s 
because the patient’s condition is dynamic—it is constantly changing. It isn’t 
enough to address the patient’s condition at the moment of injury. Rather, 
medical professionals know that they need to address the medical condition at 
the moment of treatment. And the longer it takes to get the treatment, the more 
robust the response will have to be. 

The same applies in the quest to win or keep hearts and minds. The longer it 
takes to control the communication agenda, the harder it becomes. That’s 
because more and more people are reaching conclusions about the situation, 
making judgments, and believing and acting on what they hear. What would 
have been sufficient in the early phases of a situation becoming public would be 
woefully inadequate hours or days or weeks later. 

As illustrated in Figure 5.1. the general principle in applying the golden hour to 
controlling the communication agenda is the rule of 45 minutes, six hours, three 
days, two weeks. That’s the sequence of disproportionate effects that arise in 
particular intervals in the cycle of visibility—what used to be called the “news 
cycle” but with the ubiquity of social media is now far more widespread. This 
principle suggests that it’s possible to defend one’s self against negative 
visibility, but that the longer it takes to organize a sufficiently persuasive 
response, the harder it becomes. 
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Figure 5.1 The Golden Hour of Crisis Response: rule of 45 minutes, six 

hours, three days, two weeks. 

That’s why speed is so important—speed defined not as impulse but as the 
predisposition to make sound decisions quickly and to communicate them 
effectively. 

Of course, the best way to control the communication agenda is through the first 
mover advantage: Be the first to fully define the issue, your motive, and your 
actions. We saw this in the Fallujah mosque shooting. 

But what if that’s not possible? If something happens unexpectedly? Or if others 
start talking about you before you’re ready? Then there’s a need to be nimble. 



The defense, on the other hand, contributes resisting power, the ability to 
preserve and protect ourselves. The defense generally has a negative aim: 
that of resisting the enemy’s will. 


The defense, on the other hand, contributes resisting power, 
the ability to preserve and protect ourselves. The defense generally 

has a negative aim: to avoid losing the 
trust and confidence of stakeholders. 









If you can effectively define the agenda within the first 45 minutes of an issue 
becoming public from some external source, relatively few stakeholders will 
have heard of the issue from others, and things are likely to settle down with 
minimal impact. 

If you miss the first 45 minutes, given the proliferation of social networking and 
citizen journalism, the likelihood is that more and more people will hear very 
quickly about the issue, with critics, adversaries, commentators, and others 
defining the issue, your motives, and your actions. It is still possible to take 
control of the communication back, but it will be harder: You’ll need to reach 
more people, and overcome more competition for attention. And some people 
may have already formed opinions that will be very hard to change. But if it can 
be done within the first six hours of the issue becoming public, then things 
should settle down relatively quickly. 

This is what happened with McDonald’s when its CEO died suddenly, as we saw 
in Chapter 4 . McDonald’s lost the first mover advantage when the news media, 
investment community, and restaurant operators were all speaking about the 
risks to the company of being leaderless during its most important meeting. But 
within several hours McDonald’s was able to definitively take back control of 
the agenda with the announcement of a new CEO and with his affirmation that 
the strategy would remain in place. There was no lasting reputational or other 
damage to McDonald’s even though the company was at risk for several hours. 

If it takes more than several hours to define the situation, motives, and actions, 
then a company and its leaders will be at risk for three days. That’s because of 
the dynamics of daily newspaper publication, television and social media 
reaction to the newspaper story, and the inevitable second-day newspaper story 
and subsequent reaction. During this period, even more people are being made 
aware of the issue by critics, the media, or others. And the company and its 
leaders are more and more at risk. But if within three days the company and its 
leaders engage stakeholders effectively, the situation should resolve itself. 

We saw this happen in early September 2011. In the back-to-school sales cycle, 
retailer J. C. Penney offered a back-to-school T-shirt for teenage girls. The shirt 
was adorned with a saying in whimsical typeface: “I’m too pretty to do 
homework so my brother has to do it for me.” Some customers found the shirt 
offensive. A young woman saw a Facebook posting about the shirt and decided 
to do something about it. Lauren Todd launched a petition on the social network 
site Change.org. which allows individuals to initiate petitions online. 

Change.org. in turn, promoted the petition through Twitter and to parenting 





blogs, asking people to post directly onto J. C. Penney’s Facebook page. Within 
a day more than 1,600 people had signed the petition. By the end of the day, J. 

C. Penney had pulled the shirt from its stores and apologized. It posted on its 
various sites, “We agree that the ‘Too Pretty’ T-shirt does not deliver an 
appropriate message, and we have immediately discontinued its sale.”— Once 
stakeholders saw the retailer doing the responsible thing, the controversy abated 
and the company suffered no meaningful harm to its reputation. 

If it takes more than several days for a company or its leaders to define the issue, 
its motives, and its actions, then the likelihood is that significantly more people 
will know about the issue, and it will be even harder to resolve the issue. And 
because of the publication schedule of weekly magazines, weekly newspaper 
sections, weekly blogs, and television programs, the likelihood is that a 
controversy will be alive for at least two weeks. We saw that in Chapter 1. 
“ Words Matter. ” in John McCain’s failure to adapt quickly to the changing 
economy in September 2008. For two full weeks he was playing catch-up, first 
from his failure to adapt, then from his suspension of his campaign just days 
before the first debate with Senator Obama. 

If it takes more than two weeks to define your issue, motives, and actions, then 
there’s a very good chance of significant damage, sometimes irreparable. We 
saw that with Tony Hayward and BP: He became untenable as CEO and had to 
leave the company. And we saw it in President Obama’s healthcare reform 
initiative. Because of an unforced error, he was unable to get or keep control of 
the communication agenda, and had to settle for a very watered-down healthcare 
reform law. 

Recap: Best Practices from This Chapter 



From Warfighting 


In communication, incremental changes or minor events can have 
a greater-than-incremental impact on outcomes. 


All communications are based upon either 
taking the initiative or reacting in response to the audience, 

adversaries, or the environment. 







By taking the initiative, we dictate the terms of discussion 
and the communication agenda. It is through the initiative that 

we seek to influence our audience. 


Our concept of effective communication is 
based on rapid, flexible, and opportunistic maneuver. 
The essence of maneuver is taking action to generate 
and exploit some competitive advantage to influence audiences 
so as to accomplish our objectives as effectively as possible. 


Communication is a product of continuous interaction between 
initiative and response. Effective communication is more or 
less the constant imperative to seize and maintain the initiative. 
The initiative is clearly the preferred form of action because only 
through the initiative can we ultimately impose our will to 

influence our audience. 


The defense, on the other hand, contributes resisting power, 
the ability to preserve and protect ourselves. The defense generally 

has a negative aim: to avoid losing the 
trust and confidence of stakeholders. 


Lessons for Leaders and Communicators 

Controlling the communication agenda requires both discipline and nimbleness. 
Ideally, leaders can take the first mover advantage, a form of maneuver that 
allows them to influence audiences effectively before the audience has been 
influenced by other points of view. 

But all too often leaders lose discipline, if only for a moment. And in those 
instances there’s a significant risk of losing the advantage, and even of handing 
the advantage to others. President Obama’s uncharacteristic loss of discipline in 
fielding a question unrelated to healthcare cost him the first mover advantage 
and may well have cost him meaningful parts of his legislative agenda. 

Especially in contested situations, there is a constant interplay between being in 
control of the communication agenda and having to respond to others who are 
trying to control it. Because the battle for hearts and minds is often a competitive 
one, it’s critical for leaders to be able to capture, retain, and exploit the initiative. 



But even minor blunders can have a major impact. The principle of 
disproportionality suggests that there isn’t a one-to-one relationship of input and 
outcome. A single slip-up in a high-stakes situation (the Cambridge police acted 
stupidly; I’d like my life back; Brownie, you’re doing a heck of a job) can 
overshadow even the otherwise most effective communication. And incremental 
delays in fielding a sufficient response to an issue that becomes public 
independent of the leader can have a disproportionate and negative effect on the 
outcome. 

This places a premium on speed as it is defined by the Marines—the consistent 
predisposition to make sound decisions quickly and to communicate them 
effectively. 



Part II: Strategy and 
Communication: Planning and 

Execution 



6. Goals, Strategies, and Tactics: Preparing 

and Planning 


On August 6, 2010, late on a Friday afternoon, investors in HP (formerly known 
as Hewlett-Packard) got a surprise. The company announced that Chief 
Executive Officer Mark Hurd, who was widely credited with turning around the 
troubled company, was resigning.- 

That was surprising enough. But the reasons given were both murky and 
baffling. And it began a year of communication, strategy, and execution missteps 
that caused confidence and trust in the leadership of the company and its board 
to plummet. 

In its announcement the company said that the general counsel, overseen by the 
board, had conducted an investigation of an allegation of sexual harassment 
against Mr. Hurd. Readers of the announcement might have concluded that the 
next sentence would confirm the allegation. But it didn’t. It said that the 
investigation had concluded that he had not violated the company’s sexual 
harassment policy. So why was he leaving? It wasn’t clear. The announcement 
said that the investigation had found “violations of HP’s Standards of Business 
Conduct.”^ 

The announcement did not specify anything about either the sexual harassment 
allegations that prompted the investigation, or the nature of the violations of the 
code of conduct that apparently led to the resignation. It did quote Mr. Hurd 
saying: 

As the investigation progressed, I realized there were instances in which I 
did not live up to the standards and principles of trust, respect, and integrity 
that I have espoused at HP and which have guided me throughout my career. 
After a number of discussions with members of the board, I will move aside 
and the board will search for new leadership. This is a painful decision for 
me to make after five years at HP, but I believe it would be difficult for me 
to continue as an effective leader at HP and I believe this is the only decision 
the board and I could make at this time. I want to stress that this in no way 
reflects on the operating performance or financial integrity of HP.- 

Investors were confused and alarmed. Shaw Wu, an analyst at Kaufman 
Brothers, told investors, as quoted by the Associated Press, “We are frankly 
surprised and disappointed as Hurd was a strong leader and helped transform HP 


into a leading player.”- 

The public announcement gave few details about what had happened and why. 
But soon after that announcement, an internal e-mail from interim CEO Cathie 
Lesjak gave a little more information to employees. The e-mail promptly leaked 
and was part of the initial round of press coverage. Ms. Lesjak told employees 
that Mr. Hurd had 

failed to disclose a close personal relationship he had with [a] contractor that 
constituted a conflict of interest, failed to maintain accurate expense reports, 
and misused company assets. Each of these constituted a violation of HP’s 
Standards of Business Conduct, and together they demonstrated a profound 
lack of judgment that significantly undermined Mark’s credibility and his 
ability to effectively lead HP.- 

The e-mail didn’t give more specifics about the “misuse of company assets.” But 
failing to disclose a close personal relationship with a contractor and filing 
inaccurate expense reports seemed relatively minor compared to the dismissal. 
The remedy seemed out of line with the offense. 

The company’s general counsel briefed reporters by conference call that 
afternoon and added a bit more detail. He said that Mr. Hurd had a “close, 
personal relationship” with a female contractor for two years that he had not 
disclosed to the board. He said that Mr. Hurd’s conduct “exhibited a profound 
lack of judgment” and that HP’s board had insisted that he resign.- The board’s 
insistence that he resign for failing to disclose a personal relationship with a 
female contractor also sounded out of proportion. Did he have a relationship 
before that person became a contractor? Did he develop it while she was a 
contractor? What kind of relationship, and why would that require disclosure to 
the board? And saying that the board insisted that Mr. Hurd resign meant that he 
was essentially fired. He wasn’t leaving by his own choice, but by theirs. 

So the three different statements provided three different levels of detail: 

1. The announcement mentioned an investigation of an allegation of sexual 
harassment, noted that Mr. Hurd had not violated the company’s sexual 
harassment policy, but found that he had violated the code of conduct. It 
didn’t give details. It quoted Mr. Hurd as saying that he had failed to live 
up to a standard of trust and integrity. He also said that the issues were 
unrelated to the operating performance or financial integrity of the 
company. That suggested some personal failing. 

2. The internal e-mail gave a bit more detail: an undisclosed relationship 


with a contractor, inaccurate expense reports, and misuse of company 
assets. 

3. The press conference call went a bit further: the undisclosed relationship 
was with a female contractor, and the board had lost confidence in him 
because of a lapse in judgment, and forced him to resign. Could it be that 
he had harassed the woman but because she wasn’t an employee he 
technically hadn’t violated the company policy? 

The three public statements were consistent in not giving any details that would 
allow stakeholders to understand what had actually happened, how big it was, 
and what it meant. 

On Monday, August 9, the first business day after the announcement, CNBC 
reported that Mr. Hurd would collect between $34 million and $40 million in 
severance payments. Other news reports calculated it to be closer to $50 million. 
Kevin Murphy of the University of Southern California Marshall School of 
Business told CNBC that he was puzzled by the validity of a severance package 
if Mr. Hurd was essentially being terminated for an ethical breach. Frank 
Glassner of the compensation consulting firm Veritas Frank Glassner went 
further, calling Mr. Hurd’s removal and the manner in which it was announced 
“a huge lapse in thought and judgment by the board.” z Over the weekend 
commentator Henry Blodget had asked, “So, on behalf of HP shareholders, we 
have a question for HP: Why is Mark Hurd getting a $50 million severance 
payout if he filed bogus expense reports? And why was he allowed to ‘resign’? 
Why wasn’t he fired for cause?”- 

These were all reasonable and appropriate concerns and questions, and easy to 
anticipate with a little planning. But they were left open for commentators, 
critics, and competitors to raise. The stated reasons, frankly, didn’t make much 
sense. 

Larry Ellison, Chief Executive of Oracle Corporation, told the New York Times, 
“The HP Board just made the worst personnel decision since the idiots on the 
Apple board fired Steve Jobs many years ago. That decision nearly destroyed 
Apple and would have if Steve hadn’t come back and saved them.”- Oracle was 
both a competitor and a partner of HP, depending on the business line. 

Business partners were also surprised. “I am shocked. It’s always a shock 
whenever someone of that stature departs suddenly for any reason,” said Mont 
Phelps, CEO of HP partner NWN. Chris Case, CEO of Sequel Data Systems, 
another HP partner, said, “It’s disappointing news because Hurd was always a 
huge advocate for partners.” Future Tech Enterprises CEO Bob Venero said, 


“Mark had a clear vision of where he was going,” and wondered, “Are they 
going to stay on that line or is whoever they’re going to bring in going to change 
that dynamic? From a partner perspective, that’s a scary thought.”— 

HP stock fell more than 9 percent after the initial announcement, losing more 
than $8 billion in market value. The stock would continue to fall as events 
played out in somewhat predictable ways and as more and more stakeholders 
began to question the thoughtfulness, judgment, and ultimately the effectiveness 
of the board. And as the board gave stakeholders more and more reasons to. 

One week after the announcement, the board was sued by investors who alleged 
“gross mismanagement and waste of corporate assets” related to the severance 
package and other missteps.— 

Planning Isn’t Looking at a Calendar; It’s Looking at 
a Chessboard 

Sir John Harvey-Jones, the British industrialist and later host of the BBC 
Troubleshooters television program, famously said that “the nicest thing about 
not planning is that failure comes as a complete surprise.” 

That seemed to be the case at HP. The initial announcement was so vague, and 
with so many inconsistencies and gaps, that stakeholders predictably needed far 
more information to be able to make a judgment about the company: investors 
about whether to continue to have confidence in the company as an investment; 
employees to get clarity about what was expected of them; business partners 
about whether to continue to do business with the company, and on what terms. 

HP’s board left stakeholders wanting and needing to know much more than what 
the company, in its three initial communications, told them. 



From Warfighting 

To influence the action to our advantage, we must project our thoughts 
forward in time and space. We frequently do this through planning. 


To influence our stakeholders to our advantage, 
we must project our thoughts forward in space and time. 

We frequently do this through planning. 





Projecting thoughts forward is the key to planning. And as we project our 
thoughts forward, we need also to project our stakeholders’ thoughts and likely 
reaction forward. As we have noted in earlier chapters, all communication is a 
process of continuous mutual adaptation, of give and take, of move and 
countermove. And there’s a powerful competitive advantage in being the first 
mover, which HP was in this case. But for the first mover advantage to work, it 
needs to be implemented well. Like any other powerful tool, used poorly it can 
cause significant self-inflicted harm, as it did for HP. 

And part of getting the first mover advantage right is to anticipate stakeholders’ 
reactions and to adapt the initial communication to neutralize those concerns 
before they are raised. Here’s the rule of thumb for communicating bad news: 

• Tell it all. 

• Tell it fast. 

• Tell ’em what you’re doing about it. 

• Tell ’em when it’s over. 

• Get back to work. 

“Tell it all” means saying all that is necessary to establish stakeholder 
understanding, buy-in, acceptance, or at least neutrality. “Tell it fast” means 
getting all the news out at once, in a single news cycle, and preventing the 
dripping out of new details over time, each of which creates a new news cycle 
and causes stakeholders to continue to wonder about the leadership skills of 
those who are communicating. 

Indeed, veteran journalist and chronicler of corporate malfeasance James B. 
Stewart wrote in SmartMoney magazine: 

When will the Hewlett-Packard board learn the most fundamental lesson of 
corporate governance and public relations? That lesson is simple: Disclose 
all relevant facts, get ahead of the media, and don’t turn a one-day story into 
a media frenzy. 

In U.S. public companies, the directors are supposed to serve the owners the 
shareholders [sic] and not management or themselves. Shareholders deserve, 
and are entitled by law, to material information about the company. Boards 
should err on the side of transparency. Concealing facts only breeds 
suspicion, not to mention intense media coverage. That someone might be 
embarrassed by full disclosure is irrelevant and shouldn’t factor in any 
disclosure decisions.— 

There are other reasons besides public relations to anticipate stakeholder 


reactions. The very process of considering likely reactions to proposed 
communications can reveal failures of planning in the actual business decision 
making. As Admiral Mullen noted in the first chapter, too often what are labeled 
failures of communication are really failures of strategy and execution. 
Communication planning can serve as the canary in the coal mine—as a leading 
indicator that something is amiss in the business planning process. The need to 
explain something often calls attention to some inconsistency in decision 
makers’ thought process. 

Indeed, commentators told the New York Times that the rationale for the 
termination didn’t seem to add up. Shane Greenstein, a business professor at 
Northwestern University’s Kellogg School of Management, said, “There is a 
missing piece here because it doesn’t make sense.”— Oracle’s Larry Ellison 
went further, suggesting that the board was insincere in giving its reasons for 
Mr. Hurd’s departure: 

What the expense fraud claims do reveal is an H.P. board desperately 
grasping at straws in trying to publicly explain the unexplainable; how a 
false sexual harassment claim and some petty expense report errors led to 
the loss of one of Silicon Valley’s best and most respected leaders. - 
In SmartMoney James B. Stewart said, 

When I contacted H-P, a spokesman declined to answer any of my questions 
and said the company had nothing to add to what it said Friday when it 
announced Hurd’s resignation. He would not say whether, as part of Hurd’s 
agreement to resign, H-P promised not to disclose...any details of what its 
own investigation uncovered. In my view, that is not good enough. H-P still 
has plenty of questions to answer, including its justification for paying Hurd 
an exit package worth more than $35 million even while forcing him to 
resign. Until it does, it is hard to have any confidence in the judgment of H- 
P’s board and as an investor, I’d avoid the stock.— 

Planning isn’t just determining a sequence of actions and writing a statement 
based on what you want to say or are minimally required to say. It’s about a 
chessboard, not a calendar. It’s about thinking several moves ahead: If we do X, 
what will they do, and what will we then need to do next? If we do Y, what will 
they do, and so on. So planning requires understanding the absolutely 
predictable and appropriate expectations of stakeholders, anticipating and then 
meeting those expectations. As Mr. Stewart noted in SmartMoney, failing to 
meet stakeholder expectations can cause them to lose trust and confidence. 




From Warfighting 

[Planning] does not mean that we establish a detailed timetable of events. 
We have already concluded that war is inherently disorderly, and we 
cannot expect to dictate its terms with any sort of precision. Rather, we 
attempt to shape the general conditions of war.... Through shaping, 
commanders gain the initiative, preserve momentum, and control the 
tempo of operations. 


Planning does not mean that we establish a 
detailed timetable of events. Rather, we attempt to shape 
the general conditions under which our communication 
will work.... Through shaping, leaders gain the initiative, 
preserve momentum, and control the communication agenda. 


The HP board failed to shape the communication agenda. It failed to recognize a 
paradox of crisis communication: that if you want others to not talk about you, 
sometimes you need to say more than you may initially want to. Because all 
effective communication is goal-oriented, intended to change something, an 
effective leader or leadership team focuses on what it wants stakeholders to 
know, think, feel, and do, and the ways to get those stakeholders to change so 
that they will know, think, feel, and do so. 

Shaping the communication agenda requires considering more than what we 
may be minimally required to say, but rather identifying what we optimally 
should say in order to maintain trust, confidence, and loyalty. 

In HP’s case, right up until the very moment of its announcement, stakeholders 
held Mr. Hurd in the highest regard, thinking of him as the white knight who had 
rescued HP from itself as it was spiraling out of control. He was the hero. And 
for him to leave so suddenly, something quite egregious must have happened; 
still, if he had to leave that way, why did he receive severance? 

The circumstances all called to mind the very kinds of problems, embedded deep 
in the governance of HP, that Mr. Hurd had supposedly fixed. 

Hurd to the Rescue 

Before Mr. Hurd’s arrival five years earlier, HP had developed a reputation as a 
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strategy, of execution, and of ethics. 

Early in the decade, then-newly-arrived CEO Carly Fiorina pushed through a 
highly controversial acquisition of Compaq computer, against the strong 
objections of many investors, including the heirs to the company’s founders. The 
merger proved to be a disaster, and in early 2005 Ms. Fiorina was fired. She was 
succeeded as board chair by Patricia Dunn, former CEO of Barclays Global 
Investors, and as CEO by Mark Hurd, former CEO of NCR Corp. 

Ms. Dunn had a rocky tenure as board chair. Alarmed that the media was 
publishing information about private board discussions, in early 2006 Ms. Dunn 
authorized external security consultants to spy on board members and 
journalists. Among the techniques the investigators used was “pretexting,” 
pretending to be board members and asking phone companies to send them 
copies of recent bills. That way they could see whether the directors had 
contacted the news media. Pretexting is a crime, a form of identity theft. The 
investigators discovered the leaker, but when Ms. Dunn informed the board of 
the manner in which the leaker was identified, there was a boardroom rebellion. 

Tom Perkins, a member of the board and chair of its nominating and governance 
committee, resigned in protest. Under U.S. law, when a director resigns from a 
board because of a disagreement about the company’s operations, policies, or 
practices, the company is required to so disclose. But the company’s filing with 
the Securities and Exchange Commission did not mention the reasons, and its 
press release about the departure merely thanked him for his service. 

When the story about Ms. Dunn’s investigation, the boardroom rebellion, and 
Mr. Perkins’ reasons for his resignation became public, there was a loud public 
outcry and Ms. Dunn was forced to resign. She was indicted by the California 
Attorney General, but the charges were later dropped. 

Mr. Hurd, who was not implicated in the spy scandal, was called to testify in 
front of a congressional committee. He apologized to the board members, 
employees, and journalists whose privacy had been violated; confirmed a 
commitment to integrity; and outlined steps the company was taking to get to the 
bottom of what had happened and to put structures in place to prevent a 
recurrence.— 

The scandal died down, and Mr. Hurd got on with the job of running the 
company. He was wildly successful, at least in investors’ eyes. He reorganized 
the company into three divisions, making each division head accountable for 
sales targets. He cut expenses significantly, including through large staff 
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tripled, and the stock more than doubled. 

So after five years at the helm, it was quite startling for investors to hear that Mr. 
Hurd was leaving under an ethical cloud. 

Hurd on the Street 

What happened? According to published reports, HP had a marketing program 
whereby Mr. Hurd would attend big industry conferences. At those conferences 
the company would invite executives from some of HP’s largest customers to 
relationship-building events it called “Executive Summits.” HP contracted with 
Jodie Fisher to serve as a hostess at the summits, to chat up customer executives 
to make them feel at home, and at the right moment walk them over to Mr. Hurd 
to talk business. 

Time magazine described Ms. Fisher as “a former actress and reality-television 
personality.”- - She and Mr. Hurd became friendly as they got to know each 
other, and they would often dine together while on the road. It was those dinners, 
apparently, that were characterized inaccurately on Mr. Hurd’s expense reports. 
The total amount in question was under $20,000. Both Ms. Fisher and Mr. Hurd 
have said publicly that they never had an affair or any sexual relationship. In the 
ordinary course of business, the program was discontinued and Ms. Fisher’s 
contract was terminated. 

On June 29, 2010, Mr. Hurd received a letter from celebrity lawyer Gloria Allred 
alleging that Mr. Hurd had made improper advances to Ms. Fisher during her 
tenure as a contractor for the company. The letter was unsealed by the courts in 
late 2011 but was not available publicly as the events unfolded in 2010. It 
outlined in dramatic detail vivid accounts of Mr. Hurd’s conversations with Ms. 
Fisher. Ms. Allred said she was “prepared to move forward and seek all 
available legal remedies” on Ms. Fisher’s behalf.— 

Mr. Hurd forwarded the letter to HP’s general counsel, who notified the board. 
The company retained the law firm Covington & Burling to conduct an internal 
investigation. That investigation turned up inconsistencies in Mr. Hurd’s account 
of his relationship with Ms. Fisher, and inaccuracies in his expense reports. 

According to an account of board deliberations by Fortune magazine, 

Whether or not the two had been physically intimate—representatives of 
both Hurd and Fisher have publicly asserted that the two did not have a 
sexual relationship—several directors felt that Hurd’s story had changed 
from their initial informal inquiries to his answers to the investigators. 



Hurd’s initial denials of an inappropriate relationship with Fisher had been 
so vehement that, when it turned out there was evidence of a close 
relationship—including the fact that Hurd and Fisher dined together out of 
town on two occasions when Fisher was not working at an HP event—some 
members of the board simply lost their trust in Hurd.— 

At that point the question shifted from whether Mr. Hurd should go to when and 
how. He suggested a minimal disclosure about the lawsuit, and his resignation 
several months later, which could be characterized as a retirement. The board 
rejected that proposal. 

The board’s lawyers had scheduled a mediation session with Ms. Fisher for the 
first week in August in which they hoped to get to the bottom of what had 
happened. But late in the evening of August 4, Mr. Hurd settled Ms. Fisher’s 
lawsuit. The terms were confidential. The board had not been aware that Mr. 
Hurd was negotiating a settlement, and was surprised to learn about it the 
morning of August 5. By settling the suit, Mr. Hurd essentially prevented the 
board’s lawyers from hearing from Ms. Fisher directly. So the board would not 
be able to learn Ms. Fisher’s side of the story. It was the last straw. The entire 
board lost trust in Mr. Hurd, and he had to go. HP announced his resignation the 
next day.— 

Measure Twice, Cut Once 

Then on September 6, just one month after leaving HP, Mr. Hurd joined Oracle 
as co-president, essentially becoming CEO Larry Ellison’s right-hand man. 

HP investors were outraged. How could the former HP CEO get a severance 
package between $34 million and $50 million and be allowed to join another 
company—especially one that was HP’s competitor in important business lines 
—just a month later? Although California law makes noncompetition 
agreements nearly impossible to enforce, investors believed HP should have 
found some way to ensure that Mr. Hurd would not join the competition. 

The next day HP sued Oracle, and asked the court for an injunction preventing 
Mr. Hurd from starting at his new position. The lawsuit said, 

Hurd’s position as a President and a member of the Board of Directors for 
Oracle puts HP’s trade secrets and confidential information in jeopardy. He 
will be responsible, in whole or in part, for the direction of the company. As 
a competitor of HP, he will necessarily call upon HP’s trade secrets and 
confidential information in performing his job duties for Oracle.— 



Investors, for their part, wondered why HP hadn’t thought about that before, but 
saw the lawsuit as an unnecessary distraction. Investment analyst Felix Salmon 
blasted the HP board in the investment newsletter Seeking Alpha: 

What on earth is the point of Hewlett-Packard suing Mark Hurd? The mutual 
mudslinging has been decidedly unedifying to date, and now it’s certain to 
get much worse—and to take place in open court, to boot. With a market 
capitalization of over $90 billion, suing its former CEO certainly isn’t going 
to move the needle financially. And it’s going to take up a large amount of 
the valuable time not only of HP’s executives but of HP’s board members 
too. 

I don’t know who made the decision to launch this lawsuit, but it looks very 
much like it was filed in a fit of passion after hearing that Hurd had signed 
on with Oracle. There’s no tactical or strategic rationale for this: it’s just 
petulance, really. 

Does HP even have a chairman right now? It definitely needs one: a grown¬ 
up who can tell these people to put away their silly squabbles and 
concentrate on actually running their business. This lawsuit might be a 
distraction for Hurd, but it’s going to be much more of a distraction in HP’s 
executive suite. Basta. Please.— 

Oracle shot back with its own criticism of HP’s board. In a press release Oracle 
CEO Larry Ellison said, 

Oracle has long viewed HP as an important partner.... By filing this 
vindictive lawsuit against Oracle and Mark Hurd, the HP board is acting 
with utter disregard for that partnership, our joint customers, and their own 
shareholders and employees. The HP Board is making it virtually impossible 
for Oracle and HP to continue to cooperate and work together in the IT 
marketplace.— 

HP stock fell about 4 percent on the news of the lawsuit. Two weeks later the 
two companies settled. CNET, the technology newsletter, speculated about the 
real reason for the lawsuit: 

The terms of the settlement are confidential, according to an HP 
spokesperson. HP said today that Hurd, now co-president of Oracle, has 
agreed to “adhere to his obligations to protect HP’s confidential information 
while fulfilling his responsibilities at Oracle.” But an SEC filing today gives 
away the real resolution: Hurd agreed to return some of the stock he was 
granted while still employed by HP.— 
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severance package. 

The board was busy that month. Just ten days after settling the lawsuit, HP 
announced a new CEO: Leo Apotheker, who had previously served as CEO of 
the German software giant SAP. The board also elected Ray Lane as non¬ 
executive chairman. Mr. Lane, a venture capitalist, had once been president of 
Oracle. 

Mr. Apotheker was a curious choice. The circumstances of the board hiring him 
weren’t known at the time, but a year later, when rumors swirled of Mr. 
Apotheker’s pending demise, James B. Stewart put the pieces together in the 
New York Times, raising further questions about the leadership ability of the HP 
board: 

The mystery isn’t why Hewlett-Packard is likely to part ways with its chief 
executive, Leo Apotheker, after just a year in the job. It’s why he was hired 
in the first place. The answer, say many involved in the process, lies 
squarely with the troubled Hewlett-Packard board.... Interviews with several 
current and former directors and people close to them involved in the search 
that resulted in the hiring of Mr. Apotheker reveal a board that, while 
composed of many accomplished individuals, as a group was rife with 
animosities, suspicion, distrust, personal ambitions and jockeying for power 
that rendered it nearly dysfunctional.— 



From Warfighting 

We should try to shape events in a way that allows us several options so 
that by the time the moment for decisive operations arrives, we have not 
restricted ourselves to only one course of action. 


Mr. Stewart noted that when the four-member search committee nominated three 
finalists to the full board, the other board members declined to meet with any of 
the finalists. And when the committee recommended Mr. Apotheker, none of the 
other directors chose to meet with him. So the new CEO was hired after only 
one-third of the board had met him. One former board member told Mr. Stewart, 
“I admit it was highly unusual. But we were exhausted from all the infighting.”— 
There was no particular reason to rush the decision. The board could have 




waited, either to meet with Mr. Apotheker or to explore additional candidates. 
But the board, according to Mr. Stewart, decided to go with the best choice of a 
very unattractive group. The announcement was made on September 30, and 
noted that the new CEO and new chairman would start on November 1.— 

Investor reaction was immediately negative. Mr. Apotheker had left SAP after 
only 7 months as CEO, embroiled in a scandal involving alleged theft of trade 
secrets and copyright infringements from Oracle. He was virtually unknown in 
the U.S. 

Fortune magazine editor at large Adam Lashinsky pointed to the integrity 
questions that led to his departure from SAP and noted that Mr. Apotheker didn’t 
have experience in the middle market or in the consumer market, where HP is 
strong. 

HP’s board of directors could have taken the easy way. It could have named 
a CEO with a proven track record of growth or innovation. Experience that 
spanned the bulk of HP’s revenue base would have been a plus too. It could 
have promoted someone from within. It might have found a young, up-and- 
coming executive at a major competitor who was champing at the bit to be a 
CEO but was blocked by one of the old guys at the top. It could have found 
someone with a job. It didn’t.— 

Mr. Lashinsky quoted one European investor as saying the appointment was 
“idiotic”; an American software executive said it was “astonishing.” HP stock 
fell about 4 percent in the two days following the announcement. 

This is yet another demonstration of communication being a leading indicator: If 
they had thought through the likely stakeholder reaction to Mr. Apotheker, the 
board could have found ways to neutralize the objections in advance, or revisited 
their own decision-making process. 

Mr. Apotheker didn’t get off to a good start, and his reign was rocky. 

He had been on the job less than a week when the Wall Street Journal published 
a bombshell: a story about Mr. Hurd’s final days based on unnamed sources and 
recounting confidential board discussions, the contents of Ms. Allred’s letter, 
and discussions between the board and Mr. Hurd. Some of the details were 
genuinely alarming; some were tawdry. 

In particular, the story said that Mr. Hurd had told Ms. Fisher that HP was in 
confidential discussions to buy Electronic Data Systems Corp. (EDS) several 
weeks before the deal was announced. If true, that put Mr. Hurd at risk of a 
charge of insider trading. Mr. Hurd denied the allegation, and the board seemed 
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trust was in his account of his relationship with Ms. Fisher: 

In one previously undisclosed example: The CEO had told directors he 
didn’t know Ms. Fisher acted in adult movies, say people briefed on the 
matter, but investigators hired by H-P learned he had visited Web pages 
showing her in pornographic scenes.... Another: Mr. Hurd told the board he 
didn’t know Ms. Fisher well; later, in talking to investigators hired by H-P, 
he said they had a “very close personal relationship.”— 

Stakeholders’ reaction to these disclosures was surprisingly positive. Finally, 
after months of speculation and an intangible feeling that the stated reasons for 
Mr. Hurd’s departure didn’t add up, they seemed to understand the reasons the 
board had lost confidence in Mr. Hurd. The new revelations caused even prior 
critics to say that terminating Mr. Hurd seemed like the right call. What hadn’t 
made sense in August made sense now, because investors now had a more 
complete picture. 

Commentator Henry Blodget, who had been sharply critical of the board, wrote 
in Business Insider, 

After months of being pummeled for firing financially successful CEO Mark 
Hurd, HP’s board has finally done what it should have done at the 
beginning: Tell the whole story.... 

They couldn’t prove he was lying, but his story shifted enough over the 
course of the investigation that they no longer believed his denials. And so 
they canned him. 

And under the same circumstances, any competent board would have done 
the same. Believing that an employee is lying to you, even when you can’t 
prove it, is more than enough grounds for termination. Because this 
particular employee had a contract that presumably specified that he could 
only be fired for “cause,” the board was presumably (and justifiably) 
worried that it would not be able to prove the “cause” if the case ever ended 
up in court. And that explains Hurd’s huge severance payment.... 

The one thing every employee needs to do is maintain the trust and support 
of the people he or she works for. Mark Hurd failed to do that. And for that 
he has only himself to blame. 

In other words, given what the board knew at the time, terminating Mr. Hurd 
was a common-sense thing to do. Mr. Blodget did criticize the board for not 
having communicated better and sooner: 

The HP board did blow it here, in several respects. But based on the details 


in the WSJ, the errors appear to have been in how the board negotiated the 
severance and communicated the reasons for Hurd’s termination rather than 
the termination itself.— 

Commentator Jay Yarrow, also writing in Business Insider, echoed Mr. Blodget 
and summarized the prevailing sentiment that day: 

Finally! We now know the really real reason Mark Hurd was tossed from 
HP. And it finally makes sense.— 

Maureen O’Gara wrote on the technology portal SysCon: 

An allegation of disclosing inside information has now been added to the 
otherwise flimsy story of why the HP board asked for the resignation of its 
star CEO Mark Hurd in August. It’s the first thing that makes any sense in 
this whole benighted tale.— 

Those comments immediately raise questions about whether and how the board 
might have been able to disclose more than it did in its initial announcement. 
Once stakeholders understood the reasons for the board’s loss of trust in the 
CEO, the dismissal made sense. But none of that was conveyed on August 6. It 
took a leak of confidential board deliberations, by unnamed sources two months 
later, to set the record straight. 



From Warfighting 


Planning plays as important a role in the preparation for war as it does in 
the conduct of war. 


Planning plays as important a role in 
the preparation for communication as it does 
in the implementation of communication. 


Several months later, HP’s board went through a shake-up. HP announced the 
appointment of five new board members and the departure of four current 
members at the spring annual meeting. So the board would briefly expand to 17, 
then shrink to 13. The new directors were widely viewed as bringing adult 
supervision to a very dysfunctional board. They included Meg Whitman, former 
eBay CEO who had just run unsuccessfully for governor of California, plus 





several other seasoned and experienced executives. Among those leaving were 
board members who had been seen by their colleagues to be particularly 
contentious.— 

In late February HP announced disappointing sales forecasts, and the stock fell 
about 13 percent. Three months later it fell another 8 percent when the company 
announced is first-quarter results. 

By the summer of 2011, Mr. Apotheker was struggling, and was severely 
criticized for several strategic decisions and the way they were communicated. 
He pulled the plug on the company’s TouchPad—its answer to Apple’s iPad— 
after only about a month on the market, and said the company would exit the 
business of smartphones and mobile devices. He later had to clarify that the 
smartphone software business would remain, and would be licensed to other 
hardware makers. HP confirmed plans to acquire the British software firm 
Autonomy for nearly $12 billion, in what one investment analyst called a “value 
destroying deal.” But most significantly, he announced the possibility of HP 
selling or spinning off its personal computer business. The head of the PC 
division got only 24 hours’ notice that such a change was being considered. Big 
corporate customers were concerned, worrying about the reliability of the supply 
of HP computers. Dartmouth College Tuck School of Business professor M. Eric 
Johnson told the New York Times that the communication of the new strategy 
“was botched in a big, big way.... It came out in dribs and drabs in a very 
confusing set of announcements.”— 

By late August, just a year after Mr. Hurd left, investors had had enough. 

Reuters reported that Mr. Apotheker’s credibility with investors was plummeting 
along with its stock price: 

In a resounding rejection of Apotheker’s grand vision, shareholders sent HP 
shares down almost 20 percent on Friday, wiping out $16 billion of value in 
the worst single-day fall since the Black Monday stock market crash of 
October 1987. 

Since Apotheker joined HP early last November, the company has lost 
almost 44 percent of its value, and he has lost a significant amount of 
investor support. “We wonder whether activist investors will—and should— 
begin to exert pressure on the board,” said Toni Sacconaghi, an analyst with 
Sanford Bernstein. “If HP’s results don’t improve, the company will 
ultimately restructure its portfolio and/or replace its leadership.” 

Pat Becker, Jr., fund manager at Portland, Oregon-based Becker Capital 
Management Inc., which owns HP shares, noted that Apotheker has 


continually failed to instill confidence in his conference calls with investors. 
“Every time he has gotten on the call, the stock has gone down 
substantially,” Becker said.— 

Within a month Mr. Apotheker was out. He had received a $4 million signing 
bonus and a salary of $1.2 million, and would walk away with an additional $25 
million in cash and stock as severance. Rumors of Mr. Apotheker’s impending 
departure sent the stock up nearly 7 percent. 

On September 22 HP announced that Mr. Apotheker had been fired and would 
be replaced by board member and former eBay CEO Meg Whitman.— A month 
later Ms. Whitman announced that HP would keep its PC business, and the stock 
rallied, rising nearly 9 percent.— 

In the 13 months between Mark Hurd’s departure and Meg Whitman’s arrival as 
CEO, HP stock went from just under $46 to just above $23 per share, a loss of 
nearly half its value, representing $46.72 billion in market capitalization. 



From Warfighting 

Strategy involves establishing goals, assigning forces, providing assets, 
and imposing conditions on the use of force in the theaters of war. 
Strategy derived from political and policy objectives must be clearly 
understood to be the sole authoritative basis for all operations. 


Strategy involves establishing goals, assigning resources, 
and imposing conditions on the scope of communication. 
Strategy derived from business or organizational objectives 
must be clearly understood to be the sole authoritative basis 

for all communication. 


At every step in its decision making and communication, from Mr. Hurd’s 
termination to Ms. Whitman’s hiring, the HP board seemed to be acting on 
impulse, communicating without thinking. It didn’t seem to be weighing options, 
considering stakeholder perspectives. By leaving gaping holes in its account of 
what it was doing and why, it left investors scratching their heads and selling 
their shares. It allowed negative information to dribble out, prolonging news 
cycles and diminishing loyalty, trust, and confidence. And the only public 





communication that gave stakeholders any comfort was unofficial, leaked, and 
anonymous. 

Any corporate board’s first responsibilities are to its investors, whose interests it 
is supposed to protect. By any measure the HP board failed dismally in its 
leadership duties. Indeed, former HP board member Tom Perkins, who resigned 
in 2006 in protest of the pretexting scandal, told the New York Times in 2011 that 
HP “has got to be the worst board in the history of business.”— 

In particular, the HP board’s frame of reference seemed to be purely tactical: 
What do we do now? It didn’t seem to be goal-oriented, or based on a strategy. If 
anything, it resembled the arcade game Whac-a-Mole, in which you smack a 
critter that pops out of a hole, only to have another one pop out somewhere else; 
you smack that one only to have yet another pop out; and so on. It was purely 
responsive. The board didn’t recognize that its leadership duty is to keep its eye 
on the horizon, to make choices and to communicate in ways that move the 
organization in the right direction. In other words, it needs to be strategic. 

Understanding Strategy: Thinking Clearly on Three 
Levels 

Strategy is the process of ordered thinking: of thinking in a particular order. 
Effective leaders never confuse means with ends, goals and strategies with 
tactics. The key is to have clarity about the situation as it presents itself, the goal 
one is trying to accomplish, and the means by which one will accomplish it. As 
Figure 6.1 shows, the strategic, operational, and tactical level have an order of 
priority. The strategic comes first. 



STRATEGIC 



OPERATIONAL 



TACTICAL 



Figure 6.1 Hierarchy of war/communication. 



From Warfighting 

Activities in war take place at several interrelated levels which form a 
hierarchy. These levels are the strategic, operational, and tactical. 

















Activities in communication take place at several interrelated 
levels which form a hierarchy. These levels are the 
strategic, operational, and tactical. 



From Warfighting 

The highest level is the strategic level. Activities at the strategic level 
focus directly on policy objectives. We distinguish between national 
strategy, which coordinates and focuses all elements of national power to 
attain the policy objectives, and military strategy, which is the 
application of military force to secure the policy objectives. Military 
strategy thus is subordinate to national strategy. Military strategy can be 
thought of as the art of winning wars and securing peace. 


The highest level is the strategic level. 
Activities at the strategic level focus directly on 
achieving objectives. We distinguish between business 
or organizational strategy, which coordinates and focuses all 
elements of a company’s or organization’s resources to 
attain its objectives, and communication strategy, which is 
the application of stakeholder engagement to secure the 
business or organizational objectives. Communication strategy thus 
is subordinate to business or organizational strategy. 
Communication strategy can be thought of as the art 
of winning in the marketplace and securing trust and confidence. 


Communication cannot be crafted in a vacuum. All communication tactics (the 
specific engagements with stakeholders) need to be directly supportive of 
communication goals (the outcomes we want to achieve). Communication goals, 
in turn, need to support business goals. Any communication goals or tactics 
conceived or executed in the absence of clearly defined business goals are likely 
to be ineffective. The business goals describe changes or outcomes in the 
business environment or in a company’s competitive position: build market 
share, attain fair stock market valuation, enhance employee productivity, secure 
regulatory approval of a new product, and the like. The communication goals 



describe changes in stakeholder attitudes, feelings, understanding, knowledge, or 
behavior. Each needs to be clearly articulated, with communication goals 
subordinate to, and supportive of, the business goals. There will be other ways to 
achieve the business goals, but communication should make the attainment of 
those goals faster and easier. Table 6.1 shows how business and communication 
goals align. 

Table 6.1 Aligning Business and Communication Goals 


Stakeholder 

Business Goal 

Communication Goal 

Customers 

Build market share 

Enhance demand for our products 

Enhance* customer preference for our 
product over our competitors’ 

Investors 

Attain fair valuation 
of our stock 

Increase investor confidence* in the 
management tc*am 

Enhance investor understanding of a 
new busine*ss strategy 

Employees 

I mprove productivity 

Improve employee morale 

Regulators 

Approve new product 

Ensure regulator understanding of both 
benefits and risks of the new proeluct 


As a goal-oriented activity, all communication must be directly supportive of a 
goal. That communication goal, in turn, needs to have a clear line of sight to a 
business goal: If we accomplish the communication goal, we will be more likely 
—all else being equal—to achieve the business goal faster and more efficiently. 

Warfighting gives us a way not only to understand goals, but to understand the 
organization of resources to effectively plan communication. 

The Strategic Level 



From Warfighting 

[The strategic level] focuses directly on achieving policy objectives: 
Winning wars. 


The strategic level focuses directly on achieving 
business objectives: Winning the marketplace. 











Planning at the strategic level begins with desired outcomes. What do we need 
our stakeholders to think, feel, know, and do if we are to change the business 
environment or our competitive position? The more clarity we have about each 
of these questions, the more likely we are to be able to plan effectively. 

The Operational Level 


From Warfighting 

[The operational level is] the link between strategy and tactics. The 
science of winning campaigns. Deciding when, where, and under what 
conditions to engage an enemy. 

The operational level is the link between the strategic level and 
tactics. The science of winning campaigns. Deciding when, where, 
and under what conditions to engage an audience. 

The operational level is where the actual planning of stakeholder engagement 
takes place. Once we know (from the strategic level) what we want the change in 
our stakeholders to be, we can then determine the best manner, time, message, 
and messenger to engage stakeholders. The operational level is where we make 
choices. Of what to say, of when to say it, and of how to say it. It is at the 
operational level that we anticipate stakeholder reaction by inventorying their 
current level of awareness; their concerns, fears, and hopes; and their likelihood 
to care about our content. It is at this level that we can project alternative ways 
of engaging, alternative content, and alternative messengers to anticipate 
reactions and choose the more likely effective path. 

It is precisely at the operational level that many leaders and leadership teams fall 
short. By failing to anticipate and adapt, they end up speaking in ways that may 
make them feel better but that aren’t necessarily going to move stakeholders the 
way we need them to be moved. 

The Tactical Level 





From Warfighting 


[The tactical level] focuses on winning engagements. 


The tactical level focuses on engaging audiences. 


The tactical level is where communication actually takes place. Tactics are the 
ways we talk to people, what we actually say to them, the contact we actually 
make. The tactical level is where we have the press release, the speech, the 
employee e-mail, the press conference. 

Most leaders default to the tactical as a first resort. HP’s board certainly seemed 
to. But the tactical must be in the service of the operational, which in turn is in 
the service of the strategic. Rather than default to the tactical, effective leaders 
get to the tactical by considering the other levels first. Table 6.2 illustrates the 
ways the strategic, operational, and tactical relate in communication planning. 

Table 6.2 The Three Levels of War/Communication 



War, 

from Warfighting 

Effective Leadership 
Communication 

STAATIG* 

Focuses directly on achieving 
policy goals: on winning wars 

Focuses directly on achieving 
business or organizational goals: 
on winning in the marketplace 


National strategy: coordinating 
all the instruments of policy to 
achieve policy goals 

business strategy: coordinating all 
business functions to achieve 
business goals 


Military strategy: the art of 

Communication strategy: the ail of 


winning wars and securing peace 

seeming, maintaining, or restoring 
trust and confidence 

r -^ 

The link between the strategic 
anti the tactical levels 

The link between the strategic and 
the tactical levels 



The science of winning campaigns 

The science of winning campaigns 


Deciding when, where, and under 
what conditions to engage an 
enemy 

Deciding when, where, and under 
what conditions to engage an 
audience 

uciCtl 

Individual engagements with an 
enemy 

Individual engagements with an 
audience 















To communicate effectively, we need to understand what we are trying to 
achieve. 



From Warfighting 

The first requirement is to establish what we want to accomplish, when, 
and how. Without a clearly defined concept of intent, the necessary unity 
of effort is inconceivable. 


The first requirement is to establish what we want to accomplish, 
when, and how. Without a clearly defined concept of intent, 
the necessary unity of effort is inconceivable. 


Unity of effort is alignment of all communication tactics and messages. 
Consider, for example, the initial inconsistencies in HP’s first-day 
communications. Three different public statements gave three slightly different 
accounts of the reasons for Mr. Hurd’s departure. But none of them was 
sufficient to satisfy stakeholders that it was the right move on the part of the 
company. 

Think also of the focus discussed in Chapter 4. “ Speed. Focus, and the First 
Mover Advantage .” All Marine Corps communication in the aftermath of the 
Fallujah mosque shooting was well-coordinated, consistent, and in line with 
stakeholders’ reasonable expectations of what a responsible organization would 
do when confronted with such a situation. The U.S. military’s response in the 
aftermath of the abuse of prisoners at Abu Ghraib was not. That response also 
seemed purely tactical, unfocused, and uncoordinated, and it failed to meet the 
appropriate expectations of stakeholders. 

Unity of effort in the service of clearly defined goals, with an operational 
framework that makes smart choices about what to say, when, how, and to 
whom, is the key to effective leadership communication. 

Template for Planning: For Being Strategic in 
Leadership Communication 

The three levels from Warfighting — the strategic, the operational, and the 
tactical—lead to a framework for effective communication planning. 








MM Asking Strategic Questions 

In Chapter 1. “ Words Matter. ” we noted that a habitually strategic 
communicator never begins with “what do we want to say” but rather 
with a sequence of prior questions: 

• What do we have? What is the challenge or opportunity we are 
hoping to address? 

• What do we want? What’s our goal? Communication is merely the 
continuation of business by other means. We shouldn’t 
communicate unless we know what we’re trying to accomplish. 

• Who matters? What stakeholders matter to us? What do we know 
about them? What further information do we need to get about 
them? What are the barriers to their receptivity to us, and how do we 
overcome those barriers? 

• What do we need them to think, feel, know, or do in order to 
accomplish our goal? 

• What do they need to see us do, hear us say, or hear others say 
about us to think, feel, know, and do what we want them to? 

• How do we make that happen? 


Here’s a planning template that can help leaders be strategic in preparing and 
planning for communication. It’s the template I use with my clients and students 
to help them think through communication with the goal in mind. 



Communication Planning 


The communication planning process has two parts: the Analysis and the 
Communication Plan. 

1. The Analysis assesses the situation and its potential impact on the 
organization’s operations and reputation. 

2. The Communication Plan describes the steps the organization 
should take to communicate strategically about the opportunity. 

It is important to follow the sequence of steps in developing the plan. 
Otherwise, your communication tactics may be ineffective. 







1. Analysis 

What Do We Have? 

Situation 

A detailed description of the issue or event; the reason to communicate. 

Magnitude 

The estimated impact of the situation on the organization’s operations 
and reputation. 

Likelihood 

The estimated likelihood of various scenarios, if there are multiple 
possibilities. 

Affected stakeholder groups 

The stakeholders affected by the situation: 

• Which stakeholder groups matter? 

• What do we know about each group’s values, experiences, and level 
of sophistication? 

• What are each group’s hopes, aspirations, and desires? 

• What are each group’s worries, concerns, and fears? 

• How does each group (or its individual members) make decisions? 

• What does each group currently do, think, feel, or know in relation 
to us? 

• What are the opportunities and barriers for changes in each group’s 
actions, thoughts, feelings, and knowledge? 

Note: Recall that Chapter 2 . “ Taking Audiences Seriously. ” contained a 
similar approach, the Audience Checklist, for understanding the people 
and groups who matter to us. 

Additional information required 

What don’t we know that we should in order to plan effectively? 

Where and from whom can we get that? 

2. Communication Plan 

What Do We Want, and How Do We Get It? 

Desired outcomes for the organization and for communication. 




STRATEGIC 

* — 

Organizational Objectives 

The desired outcomes: What are the desired changes in our business 
environment or competitive position? 

Communication Objectives 

The desired outcomes: What are the desired changes in the emotions, 
attitudes, knowledge, or behavior of stakeholders that contribute to 
organizational objectives? What do we need our audiences to think, 
feel, know, and do when we engage them? 

Ways to organize communication: Where, when, and how to engage 
audiences so that they think, feel, know, and do what we want them to. 
C ^ 

OPERATIONAL 
- ^ 

Audiences 

Specific groups to whom communication will be directed. 

Messages 

What do our audiences need to hear us say in order to think, feel, 
know, and do what we want them to? 

Specific engagements with audiences, each delivering at least one 
message, in fulfillment of at least one strategy, to achieve at least one 
objective. 

C ~T : 

TACTICAL 

Tactics 

Each specific engagement (e.g., press release, speech, e-mail, blog 
post, conference call). 

Implementation 

The creation of documents necessary to implement tactics, considering 
available human, logistical, and budgetary resources; deployment of 
resources. 












Recap: Best Practices from This Chapter 



From Warfighting 


To influence our stakeholders to our advantage, 
we must project our thoughts forward in space and time. 

We frequently do this through planning. 


Planning does not mean that we establish a 
detailed timetable of events. Rather, we attempt to shape 
the general conditions under which our communication 
will work.... Through shaping, leaders gain the initiative, 
preserve momentum, and control the communication agenda. 


We should try to shape events in a way that allows 
us several options so that by the time the moment for 
decisive operations arrives, we have not restricted 
ourselves to only one course of action. 


Planning plays as important a role in 
the preparation for communication as it does 
in the implementation of communication. 


Strategy involves establishing goals, assigning resources, 
and imposing conditions on the scope of communication. 
Strategy derived from business or organizational objectives 
must be clearly understood to be the sole authoritative basis 

for all communication. 


Activities in communication take place at several interrelated 
levels which form a hierarchy. These levels are the strategic, 

operational, and tactical. 


The highest level is the strategic level. 
Activities at the strategic level focus directly on 










achieving objectives. We distinguish between business 
or organizational strategy, which coordinates and focuses all 
elements of a company's or organization's resources to 
attain its objectives, and communication strategy, which is 
the application of stakeholder engagement to secure the 
business or organizational objectives. Communication strategy 
thus is subordinate to business or organizational strategy. 
Communication strategy can be thought of as the art 
of winning in the marketplace and securing trust and confidence. 


The strategic level focuses directly on achieving 
business objectives: Winning the marketplace. 


The operational level is the link between 
the strategic level and tactics. The science of 
winning campaigns. Deciding when, where, and 
under what conditions to engage an audience. 


The tactical level focuses on engaging audiences. 


The first requirement is establish what we want to accomplish, 
when, and how. Without a clearly defined concept of intent, 
the necessary unity of effort is inconceivable. 


Refer back to Table 6.2 for a recap of the three levels of war/communication. 

Lessons for Leaders and Communicators 

Planning isn’t scheduling events on a calendar, but rather working on a 
chessboard to anticipate stakeholder reactions several moves ahead. As in the 
rule from carpentry—measure twice, cut once—we need to be so well prepared 
at the moment of execution that we get the communication right the first time. 

The key to planning is projecting thoughts forward: our own thoughts and our 
stakeholders’ thoughts. Because all communication is a process of continuous 
mutual adaptation, we need to consider our stakeholders’ reaction before we 
communicate with them. The first mover advantage can work only if we say 
what is sufficient to neutralize their concerns before they arise. The rule of 
thumb in communicating bad news includes the following: 

• TpII it all—sav all that is nprpssarv tn pstahlish stakphnldpr lindprstandinp 








buy-in, or neutrality. 

• Tell it fast—bundle the bad news into a single news cycle, and avoid 
dripping out new details over time, which creates a new news cycle and 
causes stakeholders to question the leadership skills of those communicating. 

• Tell ’em what you’re doing about it. 

• Tel ’em when it’s over. 

• Get back to work. 

Planning communication is important for reasons beyond public relations. It can 
also provide clarity in decision making. The very process of considering likely 
reactions to proposed communications can reveal failures of planning in the 
actual business decision making. In other words, communication planning serves 
as a leading indicator that something is amiss, and the need to explain something 
often calls attention to some inconsistency in a leader’s thought process. 

Strategy is the process of ordered thinking—of thinking in a particular order. 
Effective leaders never confuse means with ends, tactics with goals and 
strategies. The key is to have clarity about the situation as it presents itself, the 
goal one is trying to accomplish, and the means by which one will accomplish 
them. 

All communication tactics (the specific engagements with stakeholders) need to 
be directly supportive of communication goals (the outcomes we want to 
achieve). Communication goals, in turn, need to support business goals. Any 
communication goals or tactics conceived or executed in the absence of clearly 
defined business goals are likely to be ineffective. The business goals describe 
changes or outcomes in the business environment or in a company’s competitive 
position: build market share, attain fair stock market valuation, enhance 
employee productivity, secure regulatory approval of a new product, and the 
like. The communication goals describe changes in stakeholder attitudes, 
feelings, understanding, knowledge, or behavior. Each needs to be clearly 
articulated, with communication goals subordinate to, and supportive of, the 
business goals. There will be other ways to achieve the business goals, but 
communication should make the attainment of those goals faster and easier. 

Planning at the strategic level begins with clarity about the situation and the 
desired outcomes. What do we need our stakeholders to think, feel, know, and 
do if we are to change the business environment or our competitive position? 

The more clarity we have about each of these questions, the more likely we are 
to be able to plan effectively. 
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takes place. Once we know (from the strategic level) what we want the change in 
our stakeholders to be, we can then determine the best manner, time, message, 
and messenger to enage stakeholders. The operational level is where we make 
choices. Of what to say, or when to say it, and of how to say it. It is at the 
operational level that we anticipate stakeholder reaction by inventorying their 
current level of awareness; their concerns, fears, and hopes; and their likelihood 
to care about our content. It is at this level that we can project alternative ways 
of engaging, alternative content, and alternative messengers to anticipate 
reactions and choose the more likely effective path. 

It is precisely at the operational level that many leaders and leadership teams fall 
short. By failing to anticipate and adapt, they end up speaking in ways that may 
make them feel better but that aren’t necessariliy going to move stakeholders the 
way we need them to be moved. 

The tactical level is where communication actually takes place. Tactics are the 
things we actually say to people, the contact we actually make. The tactical level 
is where we have the press release, the speech, the employee e-mail, the press 
conference. 

Most leaders default to the tactical as a first resort. HP’s board certainly seemed 
to. But the tactical must be in the service of the operational, which in turn is in 
the service of the strategic. Rather than defaulting to the tactical, effective 
leaders get to the tactical by conisdering the other levels first. 

Unity of effort in the service of clearly defined goals, with an operational 
framework that makes smart choices about what to say, when, how, and to 
whom, is the key to effective leadership communication. 



Part III: Building Skills: Getting 
Good at Communicating Well 



7. Performance: The Physicality of Audience 

Engagement 


Lisa Warshaw was starting on her fourth career. It was the year 2000, and Ms. 
Warshaw had just been named Director of the Wharton Communication 
Program. That program was supposed to prepare MBA students at the Wharton 
School of the University of Pennsylvania to be effective communicators in 
business settings. 

Ms. Warshaw had spent the previous 11 years teaching part-time in that program 
while she and her husband raised four sons. She had started her first career in 
statistics at the International Monetary Fund. She then earned an MBA from the 
Harvard Business School, and worked as an operations manager and investment 
banker. During that time she observed that the most successful senior managers 
tended also to be the most compelling communicators. Other senior managers, at 
least as smart and hardworking, were not quite as successful. Says Ms. 

Warshaw, “I also found that the brightest people weren’t necessarily the best 
communicators. When it came to inspiring trust and confidence, intelligence and 
technical skills weren’t enough.’’^ 

Ms. Warshaw’s observations were validated by her conversations with recruiters 
and Wharton alumni. Recruiters told her that one of the challenges in placing 
senior executives is that the higher positions require the ability to inspire and 
persuade. But most MBAs didn’t learn that skill in business school. They either 
had it all along or acquired it some other way in their careers. If Wharton, long 
regarded as one of the top business schools in the world, were truly to train the 
top business leaders, it had to teach more than the quantitative skills; it would 
also teach how to inspire and persuade. 

With that insight in hand, she overhauled the Wharton Communication Program. 
With a grant from the marketing powerhouse Omnicom Group, she focused the 
program on what executives would have to do in the workplace: Get on their feet 
and engage audiences. The students would still learn theory, but class time 
would be devoted to students speaking. Says Ms. Warshaw, 

I just didn’t see a shortcut to having students speak and giving them lots of 

feedback—from each other, the teaching assistants, and from the teachers. 

Students learn the theory and prepare outside of class; our goal for the 

classroom is for students to speak 90 percent of the time. Communication 


has been required in Wharton’s curriculum for over 30 years. I inherited a 
course with a strong skill-based component and have worked with terrific 
colleagues to build on that foundation.- 



From Warfighting 

Training programs must reflect practical, challenging, and progressive 
goals beginning with individual and small-unit skills. 


Training programs must reflect practical, challenging, and 
progressive goals beginning with individual interpersonal 
communication skills and small-group dynamics. 


Every first-year Wharton MBA goes through the communication course as part 
of the school’s core curriculum. Starting in 2000, Ms. Warshaw changed the 
course to include second-year teaching assistants in the classroom and to focus 
exclusively on persuasion. Classes were kept small: eight to nine students on 
average. Teachers were not traditional academics, but rather business veterans 
who were both excellent communicators and passionate teachers. Their 
backgrounds were often in quantitative fields like engineering, closer to the 
backgrounds of their students. They would be supplemented by guest speakers 
from a range of disciplines. (I have been a guest speaker in the program each 
semester since 2000.) 

Each student would have to stand and deliver—a short speech, a business plan, a 
strategy—verbally, in front of a group, at least five times per course. The teacher 
would assume the persona of a skeptical senior decision maker. Says Ms. 
Warshaw, 

The more senior you are in a company, the more skeptical the audience 
becomes—whether it’s a boss or an executive committee or a board of 
directors. We have the teacher assume the role of skeptical audience 
member. We want students to focus on persuasive speaking as if they’re in a 
challenging business setting.- 

Ms. Warshaw says that a key to success is that students learn by doing, and by 
watching themselves on video: 

Content is what’s most important in public speaking. But people tend to 





worry about the issues we call “delivery”—how they look and sound. In our 
courses, students are completely exposed, standing in front of the class 
without a lectern. But they learn. It’s one thing to tell them how they did, but 
we show them by reviewing the video of their speech. The key to students’ 
learning about delivery is to show them the dozen minor things they do that 
weaken their presence. Then they’re motivated to change. They learn from 
watching their classmates, we help them change, and they improve.- 

The Wharton Communication Program caught on. Over the next 10 years the 
basic communication course became the only required MBA course for which 
students consistently asked for more sessions. Alumni, out in the world of 
business, reported that they were able to harness their skills in both business and 
personal settings. And the program grew to include advanced electives and more 
robust content. Beginning in 2012, it will expand even more—students will 
present ten times per course, rather than five. 

When Ms. Warshaw began in 2000, the program had about ten full-and part-time 
teachers and no teaching assistants. Starting in 2012, it will have 30 teachers, 
both full-and part-time, 70 teaching assistants, and another 40 writing coaches to 
help students master the written word. It will serve about 1,000 entering first- 
year MBA and Executive MBA students. 

What Wharton figured out is that effective leaders need to be good at the 
nonquantitative interpersonal skills. At Wharton and other enlightened business 
and professional schools, aspiring leaders have the opportunity to learn those 
skills. Most leaders have to learn them a different way. 



From Warfighting 

Marine Corps doctrine demands professional competence among its 
leaders. As military professionals charged with the defense of the nation, 
Marine leaders must be true experts in the conduct of war. 


One of the burdens of leadership is professional competence. 
As professionals charged with inspiring trust and confidence, 
leaders must be true experts in the persuasive art. 


Commitment to Self-Development 





The 2011 film The King's Speech tells the true story of George VI, who 
surprisingly and reluctantly became monarch of the United Kingdom in 1936 
when his brother abdicated the throne less than a year after their father’s death. 
Early in the film, his father, George V, coaches the young prince on the burdens 
of leadership. He speaks about the need to connect with the people via the 
relatively new social media technology of radio—what was then called “the 
wireless”: 

This devilish device will change everything.... In the past all a king had to do 
was look respectable in uniform and not fall off his horse. Now we must 
invade people’s homes and ingratiate ourselves with them. This family has 
been reduced to the lowest and basest of all creatures. We’ve become 
actors!- 

The rest of the film focuses on the relationship between the king, who has a 
debilitating stutter, and his speech coach, and on the king’s progress as he 
masters the leadership burden of connecting with his subjects. 

Just as the emerging technologies in the 1930s created new expectations for 
leaders, the present environment of social media, of instantaneous 
communication where audiences have multiple sources of information available 
to them at any time, creates new burdens. Stakeholders expect leaders to be good 
at connecting with them. 

In more than 30 years, I have coached more than 250 chief executive officers 
and thousands of executives and other high-profile people in complex fields, 
including doctors, lawyers, financial executives, and military officers. These 
leaders were in sectors as diverse as pharmaceuticals, heavy manufacturing, 
energy, biotechnology, computer software, financial services, law firms, 
advertising agencies, religious denominations, universities, and not-for-profit 
advocacy groups. 

What they all had in common was a need to win hearts and minds. And a sense 
that they weren’t quite up to the task. Yet. They didn’t have the same obstacles 
as George VI, but they all needed to get better at this core leadership skill. 



From Warfighting 

The purpose of all training is to develop forces that can win in combat. 
Training is the key to combat effectiveness and therefore is the main 
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enori or a peacetime military, nowever, training snouia not stop wim me 
commencement of war; training must continue during war to adapt to the 
lessons of combat. 


The purpose of all communication training is to develop the 
capacity to build trust, inspire loyalty, and lead effectively. 
However, training should not stop when that trust and loyalty has 
been won; training must continue throughout a leader’s 
tenure in office, to adapt to changing circumstances and needs. 


In many cases the skills that get leaders to the top of their organizations are not 
sufficient to do the work at that level. The higher one goes in a company, not- 
for-profit, or government agency, the more success is measured in winning 
hearts and minds rather than in the mastery of some technical skill—from 
medicine, law, finance, education, engineering, and the like. It isn’t that their 
core disciplines don’t matter—they do. But they’re table stakes. They’re what’s 
minimally necessary to get the job. But they’re not enough. 

Rather, leaders need to be good at interpersonal verbal engagement—one-on-one 
and large group, in person and at a distance. I have found a high correlation 
between leaders seeing part of their work as continually developing their 
communication skills and their overall success. 

I have one client—who is now the CEO and chairman of one of the largest 
companies in the world—whom I first worked with 13 years ago, when he was 
head of the company’s research and development subsidiary. He’s a PhD in one 
of the sciences, and he saw developing his communication skills as an essential 
part of managing his own career. We met at least once a year for a half day or 
full day just to hone his skills—plus in between to prepare for particular high- 
stakes events. Over the years he became president of the U.S. subsidiary, then 
chief operating officer of the corporation, then president, and then CEO. He 
eventually added chairman to his title. All the while, he would do an annual 
tuneup of his skills. I don’t suggest that he’d be CEO if he wasn’t also a good 
manager and brilliant scientist. But his own investment in his communication 
aptitude is part of his success. 

Another client is the chief financial officer of a large financial institution. When 
he became CFO he was very strong at the numbers. But with the new position 
came the need to stand in front of large groups of employees and investors and 
to inspire confidence. He had never needed to do that before. And it was a bit 
scary. But he made getting good at it a priority. It took a lot of work. I meet with 



mm every tew months—sometimes just to build skills, more otten just before a 
big event such as an investment conference or a quarterly earnings call. And he 
has risen to the occasion. He got better at it, and more confident about it, because 
he saw it as an investment in his career. Not as a duty to slog through, but as a 
way to build and maintain a core leadership competence. 

The Marines show us a model for this. Every Marine is a rifleman, regardless of 
his or her primary occupational specialty. Whether a lawyer, an auto mechanic, 
or a pilot, every Marine must be skilled in the use of firearms and in infantry 
tactics. That means they need to invest in those skills—to stay in top physical 
condition; to periodically practice their shooting skills; to stay current in military 
doctrine and tactics—even if they spend most of their time editing briefs, fixing 
truck engines, or flying helicopters. 

The same applies in civilian leadership. Leaders need to invest in their 
communication skills. They need to master basic skills, to practice those skills, 
and to continually enhance their capacity to lead verbally. 


From Warfighting 

Every Marine has an individual responsibility to study the profession of 
arms. A leader without either interest in or knowledge of the history and 
theory of warfare—the intellectual content of the military profession—is 
a leader in appearance only. Self-directed study in the art and science of 
war is at least equal in importance to maintaining physical condition and 
should receive at least equal time. 



Every executive has an individual responsibility to become effective 
in engaging others. A leader without either interest in or 
knowledge of the persuasive art is a leader in appearance only. 
Self-directed study in the art and science of stakeholder 
engagement is at least as important as other executive tasks, 
and should receive appropriate investment of time and effort. 


Connecting at a Distance 

In 1936 King George VI had to master connecting at a distance through the new 
and scary medium of radio. More than 70 years later the same applies, but with 



even mure uauimng lecmioiogy. 

In early 2008 one of my clients called me for an unusual consultation. He was 
then the president of one of the world’s largest investment banks. I had first 
coached him on interpersonal communication skills some ten years earlier, when 
he was an investment banker. I continued to work with him as he rose in rank 
and responsibility, and by the time he was president I was meeting with him 
quarterly. But this time it was a bit different. His firm was in the running to win 
a very large deal to bring to the U.S. market the stock of a large government- 
owned Chinese company. He had just learned that the final round of meetings 
with the various competing firms would be later that night New York time, next 
morning Beijing time. But the meeting would not be in New York; it would be in 
Beijing. And he was expected to be there. His counterparts at other firms would 
be. But it was physically impossible for him to get there on time. That put his 
firm at a significant disadvantage. 

Protocol required the senior-most executive at each firm to be at the meeting, 
and to lead the firm’s presentation of its capabilities and its plan to bring the 
stock to market. The senior-most executives at the Chinese company, plus senior 
government officials from the ministry in which the company was housed, 
would be there. It wouldn’t be possible to delay the meeting; there was no one 
else in his firm of sufficient rank who could get to the meeting in time. 

So he had an audacious idea. He would attend via satellite hookup on a live 
television feed. And although his presentation would include all the requisite 
formalities and expressions of regret that he could not be there in person, he’d 
turn his absence into a positive; his disadvantage into an advantage. He’d use his 
video connection to demonstrate the truly global reach of his firm, the capacity 
to work effectively at a distance, the robustness of the firm’s technology 
infrastructure. 

But for this approach to succeed, his video presence would have to be of 
exceptional quality. Not on a computer hookup or video conference call—the 
video and sound quality would not be good enough. Rather, he’d attend the 
meeting remotely from the firm’s television studio in lower Manhattan. He’d use 
the best equipment and present the firm’s capabilities through a multimedia 
presentation. With a strong team of bankers in the room in Beijing, and a strong 
television production team in New York, his firm’s presentation would be both 
high-touch and high-tech. And since a core element of what the firm had planned 
to highlight was its technological sophistication and its ability to work well 
across the globe, he would be able to demonstrate the capacity, not merely assert 
it. 



But it also put extraordinary pressure on him. He’d have to overcome the 
violation of the cultural norm requiring his physical presence. The tone had to be 
just right. He couldn’t be glib or flashy, but had to get a good balance of 
humility (for missing the meeting) and of strength. And his performance had to 
be flawless. We spent the day preparing. He mastered speaking his opening 
remarks and the firm’s capabilities while looking into the camera and reading 
from a teleprompter, speaking as if spontaneously. He rehearsed fielding tough 
questions remotely. He rehearsed the interaction between himself, his team, and 
the video, and the different elements of the multimedia presentations. And he 
rehearsed the nonverbal elements—posture, facial expression, and especially 
what to do and how to look when others were speaking and he was listening. 

It was a gutsy move. But it worked. His firm got the deal. It was one of the 
largest deals of the year, and an important inroad for the firm in building its 
business in China. He later told me that the only reason he even considered 
doing the session on TV was that he knew he already had a strong foundation on 
which to build the skills he would need for that meeting. I know that it’s only 
because he had invested in his ongoing development as an engaged and engaging 
speaker. He took seriously the burden on him to inspire. And he did the hard 
work to get good at it. 

Engaging Audiences 

In the Introduction I noted that a leader is judged based on three fundamental 
public leadership attributes: 

• The leader’s bearing: how the leader carries himself or herself. 

• The manner in which the leader engages with others. 

• The words the leader uses to engage others. 

Being effective in engaging audiences requires one additional element: an 
understanding of what audiences are capable of, and ways to break through the 
barriers and connect powerfully with an audience. 

This chapter focuses on the leader’s bearing and the manner in which the leader 
can engage others. The next chapter covers content: the choice of words and the 
management of meaning. The chapter following focuses on current insights from 
neuroscience and cognitive psychology on how audiences attend to speakers and 
how speakers can adapt to their audiences based on how attentive they are and 
can be. 




From Warfighting 


Basic individual skills are the essential foundation for combat 
effectiveness and must receive heavy emphasis. 


Basic individual communication skills are the foundation 
for effective leadership engagement, and should 

receive heavy emphasis. 


Physicality: Let Me Hear Your Body Talk 

An audience’s first impression is visual. Charlene Barshefsky, U.S. Trade 
Representative in the Clinton Administration, needed to negotiate with world 
leaders from a position of strength. Being of diminutive stature, she needed to 
show physical presence. That meant perfectly tailored clothing and accessories. 
And it also meant carrying herself as someone worth taking seriously. She told 
Fortune magazine about the power of the visual: “The body speaks long before 
the mouth ever opens. 

Before the speaker even opens his or her mouth, the audience is making 
judgments. About whether even to pay attention; about whether to rely on what 
the speaker might say; about whether the speaker is likely to be credible or not. 
And once the speaker begins, the visual drives an audience’s attention. Does the 
speaker look confident? At ease? Distracted? Scared? Angry? Mean? 

These visual cues are nonverbal, but powerful. And they can define an 
audience’s reaction independent of what the speaker might say. 

When I attend a client’s speech, whether to an investor group, an employee town 
hall meeting, or professional conference, I don’t watch the client. I watch the 
audience. Are they looking at the speaker, nodding at the right places, leaning 
forward? Are they checking their e-mail, texting, or daydreaming? And when the 
speech is over, I make a beeline to the restroom or beverage table—anywhere 
people will speak candidly to each other. And then I listen to what they say. In 
these moments, members of the audience rarely ask each other, “What do you 
think about what he said?” Rather, they ask, “What did you think of him?” or “of 
her?” They speak in the vocabulary of personal judgments. They are assessing 
the speaker as a whole, not merely the content. They report their impressions, 




their feelings about what they saw and heard. 

And the first thing they notice is the speaker’s bearing. How the speaker holds 
himself or herself, whether standing or sitting. A speaker captures or loses the 
audience’s attention in the first 15 seconds. Anything that suggests nervousness 
or discomfort causes an audience to look away. Once they look away, it’s very 
hard to get them to pay attention. Anything that suggests comfort and confidence 
causes audiences to pay attention. And once they’re paying attention, it’s 
possible to keep their attention throughout the presentation. 

Audiences are quick to detect nervousness, and to disengage from the speaker 
when they do. Speakers, for their part, need to understand that the first 15 
seconds win or lose an audience’s attention, trust, confidence, and support. But 
too often speakers use the first few minutes of their presentations to warm up to 
the audience, and in the process they lose the audience. 

Among the easy-to-remedy speaker behaviors that cause audiences to disengage 
are these: 

• Speaking while looking down, at notes, at the floor, or randomly around the 
room. 

• Moving their hands randomly and without alignment with content. Any 
small, apparently random hand movements betray a nervous speaker. These 
include opening and closing the hands, rubbing them together, locking 
fingers of the two hands together, putting hands in the pockets, or touching 
one’s face, hair, tie, jacket, the lectern, notes, pens, and the like. 

• Holding, grasping, leaning against, or otherwise interacting with the lectern 
or table. 

• Shuffling feet back and forth, rocking side to side or front to back, twisting 
in place while speaking. 

• Licking lips randomly, locking one’s gaze on some inanimate object rather 
than looking at the audience. 

• Speaking in a monotone voice, whether softly or loudly, or in a singsong 
cadence that repeats, unrelated to the content of what is being said. 

These and other nonverbal cues sabotage a speaker and immediately diminish 
the speaker’s effectiveness. Wharton’s Lisa Warshaw had these in mind when 
she referred to “the dozen minor things they do that weaken their presence. 

But too often speakers are unaware of their own marginalizing behaviors. 
Coaches like me and my firm, and effective communication courses such as in 
the Wharton Communication Program, videotape leaders while presenting, and 


allow a speaker to discover his or her own nonverbal weaknesses, as a first step 
toward taking seriously the need to demonstrate presence. 

The late comedian Andy Kaufman broke out of stand-up comedy and onto the 
national stage when he performed on the very first episode of NBC’s Saturday 
Night Live in 1975. He came on stage portraying a meek, shy everyman. He 
placed a phonograph needle on an old-fashioned 45-RPM record and played the 
theme song to the cartoon Mighty Mouse. He stood nervously as the music 
played. Everything about his presence screamed discomfort. He exhibited an 
entire inventory of marginalizing behaviors. He slumped his shoulders. He 
curled his fingers open-and shut nervously. He shuffled his feet. He rocked back 
and forth. His eyes kept darting around the stage. He licked and pursed his lips. 
He seemed unsteady and unsure of himself.- 

Then the music got to the chorus, and Kaufman was transformed. He stood 
upright, a confident smile on his face, feet planted firmly apart, one arm out 
above shoulder level, as he lip-synced the lyrics, “Here I come to save the 
day....” He was all presence, the very model of a confident speaker, completely 
in command of himself, his environment, and the audience. Then as the music 
continued, he reverted to the nervous everyman. Every time the record came to 
the chorus, “Here I come to save the day...,” Kaufman changed back.- There was 
a Jekyll-and-Hyde quality to it. One moment paralyzed with fear; the next 
completely in command. The humor came from the sudden and unexpected 
transformation. The audience was initially uncomfortable watching a person so 
clearly out of his element; it began to empathize with his distress, to wonder 
whether the pressure of being on live TV had gotten to him. Their laughter was a 
release in the form of relief at seeing the confident performer that he was. 
Kaufman had played an elaborate practical joke on the audience, sucking them 
in and making them feel uncomfortable, then letting them off the hook. His timid 
character who occasionally becomes poised became part of his act—his ongoing 
character for the rest of his career, including a starring role on the TV series 
Taxi. 

But there’s a larger lesson from Kaufman’s performance. It’s that a cascade of 
small marginalizing behaviors have a compounding effect, and in that 
compounding they diminish a speaker. But simply eliminating the marginalizing 
behaviors allows a speaker to project strength, poise, composure, and calm. In 
our coaching with executives, we’ve seen an equivalent transformation from 
mousy to mighty. It isn’t difficult. But it requires intentionality and an 
understanding of the behaviors that work and those to be avoided. 
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executive presentation. But effective leadership communication does require 
mastery of the key presentation skills. The balance of this chapter focuses on the 
basic critical skills to demonstrate presence and inspire trust and confidence; it’s 
intended to point the way and get an executive started. The executive can then 
supplement what is here with personal coaching, group instruction, or readings 
from more tactical presentation how-to books. 

Stand and Deliver 

Effective speakers begin in a position of strength. The starting point is to get the 
posture right. And for most speakers, the key to getting the posture right is to 
start from a stable platform. If standing, that means planting the feet a bit farther 
apart front-to-back and side-to-side than is comfortable. There’s a paradox in 
effective stage presence: To project confidence and comfort, sometimes it’s 
necessary to stand or sit in a position that’s initially uncomfortable. 

Take standing posture. For many speakers, standing with the feet apart is 
uncomfortable, and seems unnatural. But the closer together the feet are, the 
higher toward the head and shoulders the speaker’s center of gravity is, and 
therefore the more unsteady the speaker is. Standing with the feet together 
makes it easy to wobble back and forth like a metronome. Most speakers 
compensate by shuffling their feet, by grasping the lectern, by pacing randomly, 
or by shifting their weight from one leg to another. Each of these inadvertently 
creates the appearance of discomfort. Worse, with the center of gravity high, 
speakers are reluctant to gesture, because gesturing increases the wobble. 

All of that can be prevented by planting the feet firmly apart. This lowers the 
center of gravity into the hips, eliminating the wobble completely. And with the 
wobble gone, the other counterproductive behaviors—shuffling the feet, 
grasping the lectern, pacing, shifting weight—also disappear. And the speaker 
can then gesture freely. 

Initially my coaching clients are a bit resistant to speaking with feet planted 
apart. But seeing the effect of that posture on video tends to convince them. The 
burden of leadership is this: Posture and other elements of effective performance 
need to work not because they make the speaker feel good, but because of the 
effect of those elements on an audience. It’s not about how the speaker feels; it’s 
about inspiring trust and confidence in the audience. Whether it’s posture, 
gesture, or facial expression, the key is to focus not on how it feels, but on the 
effect it creates. 

When a speaker is presenting while seated, the stable platform is created by 




sitting close to the lip ot the chair, with the speaker's back not touching the back 
of the chair. The feet can be planted on the floor, either one forward and one 
back for stability, or tucked under the lip of the chair. This allows the speaker to 
gesture fluidly. If sitting, the speaker may find that it helps to push the chair a 
few inches away from any table or desk. This allows a fluid gesture and prevents 
the speaker from leaning on the table or from playing with pens, papers, or other 
distractions while speaking. 

Once the speaker is in a stable platform, either sitting or standing, the next step 
is to gesture while speaking. This is a particular challenge for many people when 
they first get coached. People gesture when speaking naturally. Some gesture 
broadly, some narrowly, but to some degree most people gesture. But when 
asked to present to a group, many speakers get self-conscious, and constrain 
their movements. 

One of the biggest challenges the executives I coach face is comfort even with 
the idea of gesturing while presenting. In coaching sessions I often keep the 
video camera running after the executive has finished a passage from a speech. 
Very often the executive, now no longer in presentation mode, will passionately 
assert that he or she cannot gesture, but will be gesturing broadly while doing it. 
But that natural gesture is completely subconscious. The executive isn’t even 
aware that he or she is doing it. I then play back the video of the executive in 
presentation mode refusing to gesture, and then in real life gesturing while 
arguing that he or she can’t. After that the executive usually gives himself or 
herself permission to gesture. 

Because the human body wants to gesture, executives who restrain their arm 
movements unintentionally gesture in other ways. Some emphasize key words 
by moving their eyebrows up and down. Some gesture by bobbing their heads. I 
had one client—a senior executive at a bank—who wouldn’t gesture with his 
arms, but would flail his right foot for emphasis. All of those non-arm- 
movement forms of gestures are marginalizing. But, as with other performance 
elements, once the individuals see the video of themselves gesturing with 
eyebrows or head bobs, and then see the effect of proper gestures, they come 
around. 

Audiences need the executive to gesture. Recent research into cognitive 
psychology and neuroscience points to a connection between seeing someone 
gesture and hearing that person speak. Audiences retain more when the speaker 
gestures. Because they are accustomed to seeing speakers in ordinary 
circumstances gesture while speaking, audiences are habituated to viewing the 
entire package—voice, gesture, and content—when they listen. And the gesture 



helps facilitate understanding. Audiences particularly pay attention when voice, 
gesture, and content are aligned. For example, an upward gesture while speaking 
about something growing; a downward gesture for something declining, and 
gesturing with hands moving apart to indicate something widening all help 
audiences more quickly understand and remember the speaker’s points. 

But there are other reasons to gesture. The first is biomechanical. Gesturing with 
the arms away from the rib cage creates a biomechanical effect on the body. The 
musculature of the abdomen contracts, harnessing more energy and allowing the 
speaker to better engage the audience. An effective gesture isn’t the movement 
of a hand from the wrist to the fingertips; or the movement of the arms from the 
elbow to the fingertips. Rather, an effective gesture is the movement of the 
elbow away from the rib cage, followed by movement of the entire arm. 
Gesturing only from the wrist or only from the elbow inhibits the biomechanical 
benefit of the gesture. 

The biggest effect of gesturing is nonvisual. So gestures are needed even when 
the audience can’t see the speaker. I have found that investors on a conference 
call with management tend to listen more and better when the executives who 
are presenting gesture—even better when the executives gesture while standing. 
The same applies when bosses conduct meetings via speakerphone. In these 
cases the reason to gesture is the gesture’s effect on the speaker’s voice. 

A broad and fluid range of gestures helps create a far more engaging voice 
range. Gestures allow the speaker to vary the voice’s dynamic range, in three 
dimensions: 

1. Volume: Loud and soft. Effective speakers vary the volume of their voice, 
moving from relatively loud to relatively soft throughout their 
presentation. Gestures make this easier. Gestures allow a speaker to 
control the volume, getting louder or softer based on how the arms move. 
The gesture also helps the speaker emphasize important words, helping 
the audience appreciate the key points of the speaker’s content. 

2. Pitch: High and low. Effective speakers also vary the pitch of their voice, 
sometimes going higher and sometimes lower. One way to vary the pitch 
is to smile, which has the effect of lubricating the voice. But gestures 
make it much easier to vary the pitch. 

3. Speed: Fast and slow. Effective speakers vary the speed with which 
words pass their lips. Transitional language is typically spoken quickly; 
core message language is typically spoken more slowly. Pauses can be 
used for emphasis or to signal the end of one thought and the beginning of 



another. Gestures facilitate the variation of speed, and allow a speaker to 
be comfortable with silence in the pauses. 

The gesture also serves as a mechanism for connecting with the audience 
directly. Effective speakers use gestures to involve the audience in what is being 
presented. They gesture in the direction of individuals in the audience. Or they 
use gestures of inclusion, such as sweeping both arms toward the audience and 
then back toward the speaker. 

But the final reason to gesture is that the gesture helps the speaker remember 
content. New developments in neuroscience technology allow scientists to scan 
the human brain while the subject is engaging in ordinary activity. Increasing 
scientific consensus is emerging that the part of the human brain that controls 
gestures is connected to the part that controls word choice. When a speaker 
gestures broadly while speaking, he or she is simultaneously activating the word- 
choice part of the brain. So while gesturing the speaker chooses better words, 
stronger words, and fewer words. 

A speaker who habitually gestures is able to speak extemporaneously far more 
effectively than the speaker who doesn’t. Neuroscientists have an adage that 
“neurons that fire together wire together.” The more a speaker gestures, the more 
robust the connections between the gesture and word choice become. So the 
speaker is better able to remember a memorized speech, or the content for which 
bullet point summaries are reminders. And the speaker is less likely to 
miscommunicate by using imprecise language. I advise my clients and students 
to rehearse their presentations aloud, standing and gesturing broadly as they 
would in front of a live audience. Invariably, this makes them better able to 
remember what to say and how to say it. 

Other elements of presence include one’s bearing before a presentation even 
begins. As soon as an audience is paying attention, the speaker must exhibit 
confidence. That includes walking to the front of the room or onto the stage, or 
while sitting in a meeting while others are speaking. A leader is “on” whenever 
he or she is being watched by an audience, even when not speaking. 

Connecting with Eye Contact 

Once a speaker is standing or sitting in a position of strength, and gesturing for 
both visual and nonvisual effect, the speaker needs to connect directly with the 
audience. And although an audience can be anywhere from one person to 
thousands, the goal is to make every member of the audience feel that he or she 
is connecting directly with the speaker. 



Eye contact is a key part ot that. The phrase “eye contact” is otten 
misunderstood by speakers. Simply telling an executive to “make eye contact” 
isn’t particularly helpful to the executive. Rather, “eye contact” is a metaphor for 
a complex series of interactions that cause each member of the audience to pay 
attention to the speaker. 

Some speakers try to engage by sweeping their eyes across an audience. Or by 
looking in the general direction of one part of the audience, then another part. 
While better than not looking at the audience at all, these aren’t effective ways to 
engage. Rather, effective eye contact means looking directly into the eyes of a 
single person, one person at a time. 

Ideally, the sequence of steps goes like this: 

1. Find a member of the audience, and look directly into that person’s eyes. 

2. Then give a brief smile. The smile triggers a mirror reaction: The 
audience member smiles back, and that member’s attention is fully 
engaged. Very effective speakers supplement the small smile with a subtle 
head nod, which is often mirrored back to the speaker. 

3. Then find another audience member to engage. The first member, having 
been fully engaged, will continue to pay attention, knowing that the 
speaker may come back for additional eye contact. 

Effective speakers persistently make one-on-one contact with many members of 
the audience, regardless of the size of the audience. When they make contact 
with one audience member, other audience members sitting close to the one 
being engaged will also pay greater attention, thinking that they may soon be 
similarly engaged. 

But what about when the speaker can’t see the audience, because either the lights 
are low or the audience is very large? Then the technique is for the speaker to 
engage in the same behaviors as if making eye contact. He or she still needs to 
look at a single audience member, or in the direction of an audience member, 
and smile, nod, and then move to another. To the audience it will appear that the 
speaker is connecting with someone—probably someone sitting close by—and 
the audience will pay greater attention than if the speaker didn’t try to connect. 

The challenge for speakers who are reading or speaking from notes is to create 
the appearance of eye contact even as they read their script or follow their notes. 
Teleprompters allow a speaker to seem to be making audience contact even 
while reading from a script that appears on a one-way transparent screen. The 
speaker sees the words; the audience sees only the speaker. 

But when the speaker is speaking from a script, it’s much harder to make eye 



contact, because the speaker has to physically read words off a piece of paper 
and also try to make contact. This places a premium on mastering the content of 
the speech well ahead of time. Rather than memorizing just words, an effective 
speaker memorizes complete phrases and sentences. While speaking a 
memorized phrase, the speaker can look up from the text and make contact with 
an audience member before looking back at the text. Practicing aloud while 
gesturing also enhances memory, and makes it easier for the speaker to make 
contact during the speech. 

And because the audience is won over in the earliest part of the speech, effective 
speakers often memorize the first 30 seconds or so, speaking confidently without 
having to look down at their scripts, making eye contact when it matters most, 
when audiences are most attentive. 

There are also physical ways the speaker can make it easier to make contact. The 
first is to be sure the script is easy to read aloud. That means using a large font (I 
have found Helvetica 18, double-spaced to work best for most clients). Some 
speakers format their scripts so that the lower third of the page is blank. This 
prevents them from having to look straight down as they get to the bottom of the 
page, which would cause them to break contact with the audience. Some further 
place their script as far up on the lectern as possible, ensuring that the angle of 
their head relative to the page still allows for the eyes to make contact with the 
audience. I sometimes carry a small notebook to use as an anchor to keep the 
pages up high on the lectern. 

Effective speakers also keep their scripts easy to manage. No staples, paper 
clips, binders, or other devices that make it hard to move from page to page, or 
that would call attention to the speaker working from a text. Ideally, the speaker 
lays two pages next to each other, sliding pages from right to left while speaking. 
That ensures that the speaker can move fluidly from the bottom of one page to 
the top of the other without arbitrary pauses. For this to work well, the speaker 
needs to rehearse with the pages properly formatted and numbered—afterward 
the pages will be in reverse order. 

Gesturing while reading the script also makes eye contact easier. The gesture 
varies the speed at which the words are spoken, and in the silences the speaker 
can look down and see what needs to be spoken next. 

Many speakers find speaking from notes allows optimal eye contact. Notes— 
essentially reminders of what to say—allow the speaker to always speak while 
making contact with the audience. Effective speakers look at the notes during 
pauses, and speak only while making eye contact with an audience member. 



urrective speakers also use pauses as an audience connection tool, uuring tne 
pause, the speaker can make contact with one or more members of the audience. 
Some speakers use a water bottle or glass of water to enforce a long pause, for 
emphasis and to provide a longer opportunity to make eye contact. The pause 
can also be made for dramatic effect, to punctuate key points, to signal the 
change from one topic to another, or to solicit audience reaction, either verbal or 
nonverbal. 

Stagecraft 

Often leaders need to speak on a stage, usually standing behind a lectern. The 
lectern presents its own challenges. The first is that it’s easy for the lectern to 
diminish the speaker’s presence. Speakers who grasp the lectern, seemingly for 
dear life, inhibit their own effectiveness and audience engagement. It’s also easy 
for speakers to lean against, interact with, or tap or pound the lectern, all to 
negative effect. 

There are only three reasons to use a lectern: (1) when it is necessary to stand 
behind it in order to be seen or heard because the microphone is attached to it, a 
stationary video camera is pointing at it, or a spotlight has illuminated it; (2) to 
hold a script, notes, bottle or glass of water, or remote presentation mouse; or (3) 
because it presents a visual image that is part of the overall impression, such as a 
corporate logo or emblem of office—as when the President of the United States 
stands behind a lectern with the presidential seal. 

Ideally, a speaker can speak without the lectern, or stand next to it. But whether 
at the lectern or beside it, or in the absence of a lectern, the standing posture is 
always the same: feet slightly farther apart than is comfortable, front to back and 
side to side. Often it is helpful for the speaker to stand just a bit further back 
from the lectern than is comfortable, to facilitate gesturing and to improve the 
angle of the head relative to the text on the pages that are resting on the lectern. 

When there isn’t a lectern, or when the speaker chooses not to use one, the 
speaker has a chance to more fully engage the audience. The absence of a 
physical barrier exposes the speaker to the full gaze of the audience. Some 
speakers become self-conscious and exhibit nervousness. Effective speakers 
exhibit poise by standing closer to the audience than the lectern would allow, 
using the correct standing posture, gesturing broadly in the audience’s direction, 
and moving for effect. Random walking, back and forth without apparent reason, 
diminishes the speaker. But walking in synchrony with the content can create 
powerful audience engagement. Walking in the direction of one part of the 
audience, making a point, pausing, and then walking toward another part of the 



audience keeps an entire audience engaged. For a large audience, it’s important 
for the speaker to work the entire stage, directing attention first to one part of the 
room, then to another, until the entire audience has been engaged. 

Part of the burden of leadership is to be prepared for the setting in which the 
presentation takes place. Where possible, a speaker should arrive early and test 
all technology, including microphone sound levels, lighting, and audiovisual 
equipment. The speaker should rehearse key parts of the presentation onstage 
with all equipment functioning, to avoid surprises when the presentation begins. 
This diminishes anxiety or nervousness, and creates muscle memory for how to 
be engaging in the first moments of the presentation, when it matters most. 

Using Visuals Effectively 

Increasingly, leaders present using visuals, often in the form of slides created in 
PowerPoint or Keynote computer software. And while PowerPoint and its 
equivalents can amplify a speaker’s points, too often the visuals become a crutch 
that diminishes both the audience’s attention and the speaker’s effectiveness. I 
have yet to meet someone in an audience who laments that the speaker didn’t use 
enough PowerPoint. I often get the opposite: Death by PowerPoint, or the 
observation that PowerPoint corrupts absolutely. 

Part of the problem is how corporate presentations are typically put together. In 
many corporations, typically junior staff are tasked with compiling information 
into slide form. Worried about missing something, they tend to create many 
slides, with a significant amount of information on each slide. By the time the 
presentation reaches the level of the executive who is to present, the executive 
takes the slides and makes incremental changes. As a result, visual support 
created at a low level is allowed to drive the content of the executive’s agenda. 

In many coaching engagements one “aha” moment for the executives is how 
dysfunctional this default method of developing presentations may be. The 
presentation should begin with what the executive wants the audience’s reaction 
to be (this will be covered fully in the next chapter). Rather than starting at a low 
level with maximum complexity, preparation needs to begin at a high level with 
maximum clarity. Then the process should shift to ways to amplify the content 
visually, to make the meaning stick with the audience. Very often after I’ve 
coached an executive, he or she will ask me to brief the staff who prepare 
presentation materials, to enhance the preparation process. 

Effective presentations with PowerPoint tend to use few slides. The slides should 
contain few words, powerful graphics that make a point well, and minimal 
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cluttered, hard to read, and a distraction. I have seen dozens, if not hundreds, of 
presentations in which each slide is covered with small-font words, numbers, 
charts, or some combination. With more than 100 data points on a single slide. 
They’re unreadable. And they cause an audience to disengage. 

The key question when using visuals is, who is in control of what? Are the 
visuals controlling the speaker, or the other way around? If the speaker merely 
reads what’s on a slide, then the slides are seen to control the speaker. The 
speaker is merely the way to amplify what’s on the screen. This diminishes the 
speaker. But effective speakers use slides to amplify their content. That places 
the burden of narrative exposition on the speaker. The slides are there for 
emphasis. 

There are a few simple guidelines for developing effective visuals. The first is to 
limit the words. A simple way to do so is the Rule of 5 by 5: No more than five 
lines of text; no more than five words per line. Ideally, far fewer. The second is 
to use simple, intuitive graphs: a line moving up; a pie chart; a bar chart. The 
third is to use powerful photographs—of people, or products, or people using 
products. 

But even the best visuals won’t work if the speaker isn’t effectively using them. 
Effective speakers align the use of visuals seamlessly into their presentations. 
There’s no break in either substance or performance as the visuals appear. The 
speaker continues to look confidently at the audience while speaking the content 
that the visuals amplify. Ineffective speakers look at the slide while speaking, 
thereby breaking contact with the audience. Effective speakers always look 
toward the audience. Ideally, the speaker has some way to know what slide is up 
without looking back at the screen. I always connect my laptop to a projector 
extension cord that allows me to see the computer screen in front of me. I use the 
Presenter Tools function of PowerPoint to be able to see on my computer screen 
both what the audience sees on the projection screen and the slide that comes 
next. This allows me to maintain audience engagement even as I move from 
slide to slide. 

Some speakers like to call attention to certain parts of a slide by using a laser 
pointer or even a physical pointer. In those cases it may be necessary for the 
speaker to turn and look at the presentation screen. But effective speakers place 
their laser dot on the slide, then hold it there while facing the audience and 
speaking to them. If the speaker wants to gesture toward a slide, the speaker 
should use the arm closest to the presentation screen. Using the hand farthest 
from the screen has the effect of turning the speaker’s body toward the screen, 



and exposing part of the audience to the speaker’s back. 

Effective speakers also use language that doesn’t call attention to the fact that 
they’re using slides. Even mentioning the word “slide” or “graph” or “chart” has 
the effect of diminishing the speaker, who then seems to be elaborating on the 
visual. Saying, “This next slide outlines our strategy for next year...,” calls 
attention to the slide, not to the strategy. An effective speaker says what the 
strategy is, beginning with, “Our strategy for next year is to [and then elaborates 
on what the strategy is])....” The slide then amplifies the speaker’s content. 
Similarly, saying, “This chart shows our sales growth for the quarter,” calls 
attention to the chart, not to the growth. An effective speaker using the same 
chart would say, “As you can see, our sales grew 5 percent during the last 
quarter....” 

Recap: Best Practices from This Chapter 



From Warfighting 


Training programs must reflect practical, challenging, and 
progressive goals beginning with individual interpersonal 
communication skills and small-group dynamics. 


One of the burdens of leadership is professional competence. 
As professionals charged with inspiring trust and confidence, 
leaders must be true experts in the persuasive art. 


The purpose of all communication training is to develop the 
capacity to build trust, inspire loyalty, and lead effectively. 


However, training should not stop when that trust and loyalty has 
been won; training must continue throughout a leader’s tenure in 
office, to adapt to changing circumstances and needs. 


Every executive has an individual responsibility to become effective 
in engaging others. A leader without either interest in or 
knowledge of the persuasive art is a leader in appearance only. 








Self-directed study in the art and science of stakeholder 
engagement is at least as important as other executive tasks, 
and should receive appropriate investment of time and effort. 


Basic individual communication skills are the foundation 
for effective leadership engagement, and should 

receive heavy emphasis. 


Lessons for Leaders and Communicators 

Every Marine knows that part of his or her responsibility is to be a good shot and 
skilled in infantry tactics. Even if the Marine spends all day working as a lawyer, 
truck mechanic, or helicopter pilot. Part of the Marines’ professionalism is their 
emphasis on continuous skill enhancement and readiness. 

Executives have a similar responsibility: One of the burdens of leadership is to 
get good at engaging stakeholders well. They need to master basic skills, 
practice those skills, and continually enhance their capacity to lead verbally. 

At a very basic level of tactical execution, being good at engaging well starts 
with understanding the physicality of audience engagement. The audience makes 
judgments based on nonverbal cues. A leader is judged based on, among other 
attributes, his or her bearing: how he or she carries himself or herself. First 
impressions matter, and the first impression is often visual. 

The most effective leaders take seriously the physicality of their performance: 
Standing or sitting in a posture that creates a stable platform. Gesturing fluidly. 
Making eye contact and locking in the audience’s attention. Using visuals to 
amplify the speaker’s points, and not the other way around. 

The fundamentals work. And from those physicality fundamentals a leader can 
build an effective presence to convey content well. 



8. Content: Word Choice, Framing, and 

Meaning 


I am an immigrant to the United States. I arrived as a very young child and 
spoke no English. Because my mother also spoke almost no English, we spoke 
our native language, Portuguese, at home. When I was six, just as I was 
beginning to get the hang of English, we returned to Brazil for a while. When we 
came back, I had forgotten all of it. Just in time to start school. And I struggled 
to master English over the next ten years. It was a rocky journey. 

When I was about 10, my mother took me to see a movie that has stayed with me 
ever since. Casablanca, starring Humphrey Bogart and Ingrid Bergman, is, 
among other things, a movie about words. It has some of the most memorable 
lines in the history of cinema. A small sampling: “Round up the usual suspects.” 
“‘I am shocked, shocked to discover gambling on the premises!’...‘Your 
winnings, sir.’” “Here’s looking at you, kid.” “Louie, this could be the beginning 
of a beautiful friendship. 

I loved the movie (and still do). But I came away confused about one particular 
word, in one pivotal scene. 

The plot of the 1942 film centers on Rick Blaine, who just before World War II 
lived in Paris and was romantically involved with lisa Lund, who was reticent 
about her life before she met Rick. As the Germans invaded Paris, lisa and Rick 
agreed to meet at the train station to escape to the south. Rick arrived only to get 
a note from lisa telling him that she couldn’t go with him, and that he shouldn’t 
ask why. He left, deeply traumatized. 

In the course of the movie, the viewer learns that when lisa was involved with 
Rick she thought she was a widow. But just before she was to meet him at the 
train station, she learned that her husband was still alive. He was Victor Laszlo, 
a celebrated hero of the anti-Nazi resistance, who she thought had died in a 
concentration camp. But he had escaped, and was in Paris. 

Some time later, Rick had settled in Casablanca, in German-occupied French 
West Africa (now Morocco). He had become an establishment figure, owner of 
Rick’s Cafe Americain, the hot nightspot for refugees seeking to flee the war and 
get to America. He had come into possession of two prized letters of transit that 
would guarantee safe passage out of Casablanca. 

That night lisa and Victor surprised Rick by showing up at his cafe. As he said 


later that night, “Of all the gin joints in all towns in all the world, she walks into 
mine.”- After closing time, lisa snuck into Rick’s office and appealed to him to 
give her the letters of transit. He refused. She persisted, and tried to appeal to 
memories of their happy times together. 

Then Rick interrupted her and spoke the words I hadn’t understood: “I wouldn’t 
mention Paris if I were you. It’s poor salesmanship. 

I was baffled. I had no idea what it meant. My mom couldn’t explain it. So I 
asked my father, who was a language professor specializing in philology—a 
branch of linguistics that studies languages and their historic and literary roots. I 
thought that if anyone could figure it out, he could. Our exchange went 
something like this: 

“Dad, what’s Paris?” 

“Paris, it’s a city. In France.” 

“No, that can’t be it.” 

“What do you mean? Paris, right?” 

“Yeah, Paris. But I think it has something to do with selling things.” 

“Selling things?” 

“Yeah. If you mention Paris, you can’t sell things.” 

My father smiled, and said, “You’ve seen Casablanca.” I nodded. He then 
explained what Rick had meant. Paris was indeed a city. But for Rick, Paris 
represented something more: the worst day of his life, when he lost the thing he 
held most dear, in a way that was deeply hurtful. Just thinking of Paris brought 
back feelings of abandonment, rejection, betrayal. When he told lisa that 
mentioning Paris was poor salesmanship, he was warning her that if she 
mentioned Paris, he not only would remember how he felt on the last day, but 
would actually relive her abandonment, rejection, and betrayal of him. And be 
unlikely to want to help her. 

I was even more baffled. 

“That’s what Paris means?” 

“Only to Rick.” 

I concluded that English is a very difficult language, when a single word can 
have such a powerful private meaning. 

“How are we supposed to know what’s going on when words mean different 
things to different people?” 


My dad took this as a teachable moment. He began what became a years-long 
discussion with me about words. How they carry meanings much larger than 
literal dictionary definitions. That they trigger powerful emotions. He introduced 
me to poetry, in several languages, to demonstrate the emotions that words, 
phrases, and sounds provoke. 

Metaphor and the Management of Meaning 

Words are carriers of meaning well beyond the literal. Words trigger worldviews 
that determine what other meanings are possible. Metaphors—in which a word 
stands in for something much broader than its literal meaning—are particularly 
powerful carriers of content, of emotional resonance. For Rick, the mention of 
Paris would trigger a worldview that would make any further appeal by lisa 
fruitless. It would provoke such a powerful negative reaction that it would shut 
down any opportunity for further discussion. 

Ineffective leaders get the metaphor wrong, and inadvertently trigger a 
counterproductive response: either indifference or worse. Think back to our 
introduction, and BP Chief Executive Officer Tony Hayward’s metaphor, “I’d 
like my life back.” But effective leaders use metaphor to shape the frame of 
reference in which their content is to be understood, in order to provoke 
powerful reactions in their followers. Think Steve Jobs: “1,000 songs in your 
pocket!” 

To be effective, leaders need to understand the power of metaphor and know 
how to use metaphor well. We’ve known for millenniums that metaphors work, 
but we’re only now beginning to understand why. 


vm 

From Warfighting 

War is shaped by human nature and is subject to the complexities, 
inconsistencies, and peculiarities which characterize human behavior. 
Since war is an act of violence based on irreconcilable disagreement, it 
will invariably inflame and be shaped by human emotions. 



Effective communication is shaped by human nature and is subject 
to the complexities, inconsistencies, and particularities which 
characterize human behavior. Since communication is intended 
to change the way people think and feel and what they understand, 


know, and do, it will invariably be shaped by human emotions. 


The cognitive linguist George Lakoff has made managing meaning his life’s 
work. Lakoff, a professor of linguistics at the University of California in 
Berkeley, was little known outside academia until 2004. Lakoff refers to himself 
as a metaphor analyst, and focuses on how the human brain creates mental 
structures that determine meaning. Lakoff notes that we live our lives in 
metaphor but are generally unaware of the metaphors we live by.- (That phrase 
is a pun—“live our lives in metaphor” is itself a metaphor.) 

In 1980, with University of Oregon professor Mark Johnson, he wrote 
Metaphors We Live By, arguing that metaphors are not merely about the way we 
speak, but about the way we think and act: 

Metaphor is typically viewed as characteristic of language alone, a matter of 
words rather than thought or action. For this reason, most people think they 
can get along perfectly well without metaphor. We have found, on the 
contrary, that metaphor is pervasive in everyday life, not just in language but 
in thought and action. Our ordinary conceptual system, in terms of which we 
both think and act, is fundamentally metaphorical in nature. 

The concepts that govern our thoughts are not just matters of intellect. They 
also govern our everyday functioning, down to the most mundane details. 
Our concepts structure what we perceive, how we get around in the world, 
and how we relate to other people. Our conceptual system thus plays a role 
in defining our everyday realities. - 

In that book and several later ones, Lakoff explored the prevalence of metaphors 
and also how cognitive science is providing insights into the way the human 
brain processes information, with metaphor being one of the key elements of 
understanding. Human beings seem to be wired to understand metaphor. For 
example, when we hear on the news, “The White House today announced...,” we 
don’t think that a building is speaking. Rather, we all understand the metaphor: 
“White House” stands in for the Administration of the President of the United 
States. Similarly, we know that “Hollywood” refers not just to a town in 
California but to the entertainment industry; “Wall Street,” to the financial 
markets, wherever they happen to be located. “The Pentagon” refers not just to a 
building, but to the U.S. military. “10 Downing Street” refers to the office of the 
British Prime Minister; “the Vatican,” to the papacy. 

As important for our purposes, Lakoff and Johnson challenge what they call the 
Myth of Objectivism, which they say has dominated Western culture for 



thousands of years. That is the sense that there are absolute and unconditional 
truths, and that if we only speak the facts to people, those truths will be revealed. 
That myth says: 

Meaning is objective and disembodied, independent of human 
understanding.... How a person understands a sentence, and what it means to 
him, is a function of the objective meaning of the sentence and what that 
person believes about the world, and about the context in which the sentence 
is uttered.- 

Lakoff and Johnson take issue with that way of understanding meaning. And I 
agree. The objective meaning of “Paris” is of a city. But to Rick Blaine it meant 
something different. And the context in which a sentence is uttered is not the 
same as the context in which it is received. Tony Hayward clearly intended his 
comment “I’d like my life back” to convey that he shared a sense of urgency to 
resolve the Gulf oil spill. But those who heard the words didn’t have that 
context. They provided their own: “He wants his life back: He resents the 
intrusion into his day-to-day work that the oil spill has caused.” Effective leaders 
focus on managing the context in which a sentence is received, not merely the 
context in which it is uttered. 

In his 1987 book, Women, Fire, and Dangerous Things: What Categories Reveal 
About the Mind, Lakoff explores systematic structures that give rise to our 
understanding, and how seemingly unrelated metaphors seem to be part of a 
common frame of understanding. Take, for example, metaphors for emotional 
response. Take a single emotion, anger. Lakoff lists dozens of metaphors to 
express anger, including these: 

• He lost his cool. 

• He was looking daggers at me. 

• I almost burst a blood vessel. 

• He was foaming at the mouth. 

• You’re beginning to get to me. 

• You make my blood boil. 

• He’s wrestling with his anger. 

• Watch out! He’s on a short fuse. 

• He’s just letting off steam. 

• Don’t get a hernial 

• Try to keep a grip on yourself. 


• Don’t fly off the handle. 

• When I told him, he blew up. 

• He channeled his anger into something constructive. 

• He was red with anger. 

• He was blue in the face. 

• He appeased his anger. 

• He was doing a slow burn. 

• He suppressed his anger. 

• She kept bugging me. 

• When I told my mother, she had a cow.- 

When we hear these expressions, we don’t take them literally. We do not 
assume, for example, that someone’s mother has given birth to a calf. We 
understand the underlying meaning for which the literal reference is the 
metaphor. But Lakoff argues something far more interesting and more 
significant for our understanding of metaphor. He argues that these expressions 
are not random. They are related to each other, even though the literal meanings 
of each expression don’t necessarily relate to each other. But we understand all 
of them as being somehow connected. 

We know, for example, that someone who is foaming at the mouth has lost 
his cool. We know that someone whose blood is boiling has not had his 
anger appeased. We know that someone who has channeled his anger into 
something constructive has not had a cow.- 

Lakoff argues that there is a coherent conceptual organization underlying the 
expressions. He then identifies ways that conceptual organization works, and the 
implications for understanding and for language. Speaking just one word or 
phrase triggers the entire conceptual organization. 

In 1999, again in collaboration with University of Oregon professor Mark 
Johnson, Lakoff applied that conceptual framework to the history of Western 
civilization. In Philosophy in the Flesh: The Embodied Mind and Its Challenge 
to Western Thought, Lakoff and Johnson argue that human understanding takes 
place unconsciously as we hear what is being said. They note that cognitive 
scientists have shown experimentally that to understand even very simple 
statements the brain performs a number of very complex processes, without any 
awareness that such processes are taking place. 

Consider, for example, all that is going on below the level of conscious 


awareness wneii you are rn a euiiversairun. nere is omy a smarr pan ur wnaL 
you are doing, second by second: 

Accessing memories relevant to what is being said 

Comprehending a stream of sound as being language, dividing it into 
distinctive phonetic features and segments, identifying phonemes, and 
grouping them into morphemes 

Assigning a structure to the sentence in accord with the vast number of 
grammatical constructions in your native language 

Picking out words and giving them meanings appropriate to the context 
Making semantic and pragmatic sense of the sentences as a whole 
Framing what is said in terms relevant to the discussion 
Performing inferences relevant to what is being discussed 
Constructing mental images where relevant and inspecting them 
Filling the gaps in the discourse 

Noticing and interpreting your interlocutor’s body language 
Anticipating where the conversation is going 
Planning what to say in response- 

All of these things are happening in the background, without our being aware of 
them. It’s almost like a computer operating system doing complex operations in 
the background as we do seemingly simple things on our computer keyboard. 

It’s precisely those background operations that make our keystrokes possible. 
But we’re oblivious to them. 

Lakoff pursued his work writing 600-page tomes for primarily academic 
audiences for 25 years before breaking into the limelight in 2004. Then he 
became an active presence in the 2004 political campaign by distilling his work 
into a short and easy-to-read book intended to help the Democratic presidential 
nominee U.S. Senator John Kerry stop committing self-inflicted harm in his race 
against President George W. Bush. 

I had dinner with Lakoff in 2005 when we spoke together on a panel at a 
conference. Lakoff, who is politically progressive, told me that he had become 
increasingly frustrated as the 2004 presidential campaign reached the post¬ 
primary phase in the summer. The likely nominee, Senator Kerry, was 
inadvertently playing into President Bush’s communication agenda, and in the 
process failing to frame the issues in ways that helped him. Sometimes he 
framed them in ways that actually helped the President. Unable to get a meeting 


with the senator, Lakoff chose instead to write a quick book for the progressive 
community in the hope that it would be able to help Senator Kerry take back the 
communication agenda. 

In early July a small progressive publishing house agreed to print Lakoff’s book, 
but for it to be commercially successful it had to be on bookstore shelves before 
the Democratic National Convention later that month. So Lakoff churned out an 
instant book. It was small but it packed a wallop. And it introduced the language 
of framing to a general audience. 

Don’t Think of an Elephant! Know Your Values and Frame the Debate, was an 
instant hit with Democrats and progressives, and soon Lakoff was a media 
darling. The “elephant” in the title isn’t intended to suggest the mascot of the 
Republican Party. Rather, it refers to an experiment Lakoff does with his 
students. I have been doing a similar experiment with my students, beginning 
years before I knew of Lakoff’s work. I tell my students: “Whatever you do, 
don’t think of a giant purple octopus with big red tentacles.” Then I ask my 
students, “Who succeeded in not thinking of the octopus?” Invariably, no one 
succeeded. Lakoff does the same kind of exercise with his students: “Don’t think 
of an elephant!” And of course they do. 

Lakoff uses this observation to introduce the notion of frames. Lakoff says that 
frames are mental structures that are triggered by language. When we trigger a 
frame, we trigger an entire worldview: 

Every word, like elephant, evokes a frame, which can be an image or other 
kind of knowledge: Elephants are large, have floppy ears and a trunk, are 
associated with circuses, and so on. The word is defined relative to that 
frame. When we negate a frame, we evoke the frame. Richard Nixon found 
that out the hard way. While under pressure to resign during the Watergate 
scandal, Nixon addressed the nation on TV. He stood before the nation and 
said, “I am not a crook.” And everybody thought he was a crook.— 

Negating a frame triggers the very frame you negate. It causes people to think 
the very thing you want them not to think. Telling them not to doesn’t work. 
Leaders often fail to understand this, and are puzzled by the audience’s reaction. 

But effective framing is about more than avoiding triggering the negative frame. 
It also requires triggering a positive frame. And much framing involves 
metaphor. 

Lakoff’s frustration with Senator Kerry is that he was making a fundamental— 
and too common—blunder when arguing against someone: “Don’t use their 
language. Their language picks out a frame—and it won’t be the frame you 


want.” 11 


In the 2004 political campaign, the big blunder had to do with tax relief, and 
Senator Kerry’s inadvertently playing into President Bush’s frame. Lakoff 
explained the framing underlying the phrase tax relief: 

Think of the framing for relief. For there to be relief there must be an 
affliction, an afflicted party, and a reliever who removes the affliction and is 
therefore a hero. And if people try to stop the hero, those people are villains 
for trying to prevent relief. When the word tax is added to relief, the result is 
a metaphor: Taxation is an affliction. And the person who tries to take it 
away is a hero, and anyone who tries to stop him is a bad guy.— 

Senator Kerry and the Democrats played into the President’s frame. Initially 
playing the role of bad guy trying to prevent relief, eventually Senator Kerry 
came up with his own tax relief plan. But once he was in the President’s frame, 
he had essentially conceded that taxes were an affliction. At that point the only 
meaningful question for voters was, whose plan offered the greatest relief? And 
it wouldn’t be Senator Kerry’s. No matter what Senator Kerry would propose, 
his tax cuts would never be as large as President Bush’s. So he would always fall 
short in the comparison of who would provide the greatest relief for the 
affliction that is taxes. Although he may then choose to argue the nuances of 
policy—about which taxpayers should pay more than others—the cause would 
still be lost. At that point he wouldn’t be persuasive. If taxes are an affliction, 
then no one should be afflicted. Senator Kerry had lost as soon as he allowed 
himself to be drawn into using the tax relief frame. The President had set a trap 
for Senator Kerry, and he had walked into it. 

Lakoff argued that progressives in general, and Senator Kerry in particular—if 
they should even talk about taxes in the first place—could have reframed the 
discussion away from taxes as an affliction. Lakoff suggests that the frame could 
be something like this: 

Taxation is what you pay to live in a civilized country—what you pay to 
have democracy and opportunity, and what you pay to use the infrastructure 
paid for by previous taxpayers.— 

He says that the progressive frame could work with one or both of two 
metaphors: investment and dues. As investment: 

Our parents invested in the future, ours as well as theirs, through their taxes. 
They invested their tax money in the interstate highway system, the Internet, 
the scientific and medical establishments, our communications systems, our 



airline system, the space program. They invested in the future, and we are 
reaping the tax benefits, the benefits from the taxes they paid. Today we 
have assets—highways, schools and colleges, the Internet, airlines—that 
come from the wise investments they made.— 

Or as dues, a frame particularly intended for those who might object to particular 
spending programs: 

Taxation is paying your dues, paying your membership fee in America. If 
you join a country club or a community center, you pay fees. Why? You did 
not build the swimming pool. You have to maintain it.... Otherwise it won’t 
be maintained and will fall apart. People who avoid taxes, like corporations 
that move to Bermuda, are not paying their dues to their country. It is 
patriotic to be a taxpayer. It is traitorous to desert our country and not pay 
our dues. Perhaps Bill Gates Sr. said it best. In arguing to keep the 
inheritance tax, he pointed out that he and Bill Jr. did not invent the Internet. 
They just used it—to make billions. There is no such thing as a self-made 
man. Every businessman has used the vast American infrastructure, which 
the taxpayers paid for, to make his money.— 

To Lakoff’s lament, Senator Kerry continued to play into President Bush’s 
frames and lost the election. But Lakoff’s book became a New York Times 
bestseller, and the language of framing became mainstream. From 2004 on, I 
have been asked by dozens of clients, universities, and professional conferences 
to speak about framing and managing meaning. Lakoff’s book, and two 
subsequent expansions—2006’s Whose Freedom: The Batde over America’s 
Most Important Idea and 2008’s The Political Mind: Why You Can’t Understand 
21st-Century American Politics with an 18th-Century Brain —have helped a new 
generation of leaders understand the power of framing. I have assigned all three 
books in various semesters of my NYU communication strategy course—the 
same course in which I assign Warfighting. 

Among Lakoff’s core principles that apply to leaders and their ability to win 
hearts and minds are these: 

• Frames are mental structures that shape the way people see the world. 

• When a frame is triggered, an entire worldview is triggered that determines 
the meaning of all that follows. 

• Metaphors in particular trigger worldviews, and are powerful framing 
mechanisms. 

• If facts are inconsistent with the frames in our brains, we ignore the facts. In 
Lakoff’s language, when the facts don’t fit the frame, the facts bounce off 


and the frames remain. (Facts bouncing off is itself a metaphor!) 

• Speaking merely the facts causes audiences to provide their own frames or 
gives an opening for critics and others to provide the missing frame, usually 
to our disadvantage. 

• To be persuasive, frames must precede facts. 

But too often leaders fall into the trap of believing that facts are persuasive. This 
is part of the Myth of Objectivism. Facts aren’t. Facts can be persuasive only to 
the degree that they fit some prior frame. I do lots of work with pharmaceutical 
executives, including people with lots of medical and scientific training. They 
typically want to speak only facts. They even say “the facts speak for 
themselves.” But the facts don’t speak. The facts are open to interpretation based 
on context, and we need to control the context. If we speak only facts, the 
audience either will not pay attention to those facts or will provide their own 
context—their own frames—to make sense of the facts. 

I often ask my pharmaceutical clients something like this. Consider a particular 
dmg. A study shows that 13 percent of patients have a certain kind of side effect. 
Is 13 percent good news or bad news? It depends. What is the difference in 
meaning among these statements? 

• “Thirteen percent of patients experienced this side effect.” 

• “Only 13 percent of patients experienced this side effect.” 

• “Fully 13 percent of patients experienced this side effect.” 

• “As many as 13 percent of patients suffered from this side effect.” 

• “Even though 13 percent of patients experienced this side effect, the 
medicine was so effective in treating their disease that they still took their 
medicine.” 

The fact, 13 percent, is just a data point. It carries no particular meaning beyond 
the statistical. We need to make sense of it. If we don’t, our audience will have 
to, and will provide its own frame. And it probably won’t be a frame we like. 
Worse, it could very well be a frame that creates a false impression. Since those 
who say “the facts speak for themselves” usually associate facts with truth, 
framing helps them see that truth consists of facts embedded in a context that 
creates a true impression. Failing to provide that frame is in many ways a failure 
of leadership. It invites people to reach a false conclusion. 

But even when leaders understand the importance of a frame, they often create 
the same kind of problem by defaulting to a kind of deductive, logical argument. 
They begin with facts, and present an accumulation of facts and then provide a 



conclusion, a framing statement, at the end. The risk is that along the way the 
audience will disengage, and not pay attention to the conclusion, or will provide 
their own frame of reference before the conclusion is reached. And once they’ve 
inserted their own frame, it will be much harder to get them to use our frame. 

So effective leaders frame first and give facts second. Take the example of 
Citicorp, the parent of Citibank in the 1990s. In 1993, following the banking 
crisis that began in the late 1980s, Citibank was in trouble. Citicorp Chief 
Executive Officer John S. Reed launched a five-point turnaround plan, a key 
point of which was to increase the bank’s capital base. 

Then Citicorp set about implementing the plan. Early in 1993 it announced that 
it was suspending its dividend, the quarterly distribution of profit it made to 
investors in Citicorp stock. Normally the suspension of a dividend would be seen 
as a very negative event. If Citicorp had simply announced the fact that it was 
suspending its dividend, the investment community’s reaction would likely be 
negative: “Struggling Citicorp is in such bad shape that it had to suspend its 
dividend!” I was present at the investor meeting at which the announcement was 
made. (Citi was a client at the time.) CEO John Reed began the meeting by 
reminding investors of the five-point plan for Citi’s turnaround, and how one 
key element of it was to build its capital base. He said that Citi took that plan 
seriously. And one of the fastest ways to build its capital would be to retain its 
earnings by suspending the dividend. Such a strategy would discontinue 
distribution of profits to investors, for the short term, and apply those profits to 
its capital base in order to increase the bank’s financial stability. So effective 
immediately, Citicorp was suspending its dividend. In that era before cellphones, 
I stood at a counter where the bank had provided dozens of phones for use by the 
investment analysts. I listened as analysts called their offices to alert investors of 
the news. What I heard was fascinating. Instead of interpreting the dividend 
suspension as distressing, analysts had a positive reaction. “Citicorp is serious 
about its turnaround. Its suspension of the dividend means it’s willing to make 
tough choices to improve its capital base. Buy Citi.” The frame—five-point 
turnaround plan, increase our capital base, retain earnings—determined the 
meaning of the fact—Citi is suspending its dividend. Citicorp managed the 
meaning of the fact by leading with the frame. 

Lakoff notes that too often experts lead with facts when they need to do exactly 
the opposite. 

In 2011 two Stanford University researchers demonstrated the importance of 
framing before providing facts. Paul Thibodeau and Lera Boroditsky published 
the results of a study of people’s interpretation of data based on the frame that 



introduces the data. In “Metaphors We Think With: The Role of Metaphor in 
Reasoning,” they described an experiment in which two groups of people were 
told about the crime problem in the fictional city of Addison. Both groups got 
exactly the same statistics, presented in exactly the same ways. But one group 
had crime described through the metaphor of a wild beast preying on the city; 
the other, as a virus infecting the city. Each group was then asked what the 
appropriate solution to the crime problem would be, and why. The first group 
was told: 

Crime is a wild beast preying on the city of Addison. The crime rate in the 
once peaceful city has steadily increased over the past three years. In fact, 
these days it seems that crime is lurking in every neighborhood. In 2004, 
46,177 crimes were reported, compared to more than 55,000 reported in 
2007. The rise in violent crime is particularly alarming. In 2004, there were 
330 murders in the city; in 2007, there were over 500.— 

The second group was told: 

Crime is a virus infecting the city of Addison. The crime rate in the once 
peaceful city has steadily increased over the past three years. In fact, these 
days it seems that crime is plaguing every neighborhood. In 2004, 46,177 
crimes were reported, compared to more than 55,000 reported in 2007. The 
rise in violent crime is particularly alarming. In 2004, there were 330 
murders in the city; in 2007, there were over 500.— 

Each group was then asked to prescribe a solution to the crime problem in 
Addison. Of those who had crime framed through the wild beast metaphor, 74 
percent proposed some form of law enforcement solution: Capture the criminals, 
punish the criminals, build more jails. Only 56 percent of those who had crime 
described as a virus proposed a law enforcement solution. But those who got the 
virus frame were twice as likely to propose solutions involving reform: 
investigate root causes, invest in education, eliminate poverty. 

The two frames—beast or virus—led to dramatically different policy solutions 
even though the facts were identical. But in an interesting twist, the reasons 
given were the same. Those who proposed law enforcement solutions and those 
who proposed reform solutions pointed to the same reason: the crime statistics. 

In other words, people make judgments based on the frames in which the facts 
are embedded. But they justify those judgments based on the facts. It isn’t that 
the facts don’t matter. But the facts are invoked afterward. They’re not 
determinative of a point of view. 

Executives have a very difficult time with this. Many feel the need to focus just 


on facts. Or to lead with facts and allow the frames to follow. This is a mistake. 

I have a client that needed to raise its prices to maintain financial stability. The 
client is an insurance company, and it was at risk of financial distress if it didn’t 
receive a major increase in rates. It filed with its regulators a very aggressive rate 
plan, certain to provoke controversy. The initial draft of its public 
announcement, vetted by actuaries and underwriters, focused solely on the facts: 

On [date] [name of company] filed a rate request with [regulator], requesting 
a 42 percent increase in our overall rate level. 

Because it led with facts, and the percentage amount was so high, audiences 
would need to provide their own frames—in all likelihood the inappropriateness 
of such a dramatic price increase. Thankfully, the company didn’t send out that 
announcement. Its public affairs professionals, trained in framing, chose to lead 
with the need for the increase, framed in the ability to fulfill the company’s 
promises to its customers: 

[Name of company] needs to stabilize its financial condition in order to 
protect its customers from the risk of catastrophic loss from natural disasters. 
While this is a painful situation, it is the only responsible choice. 

That frame worked. While the rate increase request was still unpopular, the 
announcement provoked productive discussion among the public and regulators 
as to how consumers can be protected in the event of catastrophic events. 

Reframing 

Language not only frames, but can reframe. The libertarian culture writer 
Virginia Postrel gives a good example of reframing in a column she wrote in the 
Atlantic magazine in 2006. She explored an emerging new industry and how it 
had overcome some of the obstacles in its path. She wondered what it would 
take for that industry to become ubiquitous. The column was titled “The Next 
Starbucks? How Massage Went from the Strip Club to the Strip Mall.”— Just the 
title is ripe with framing: “Next Starbucks” evokes something that was once hard 
to find—espresso coffee—but is now commonplace; at once everywhere but also 
expensive. “Strip Club” evokes seediness, sexualized activity, something 
vaguely inappropriate. “Strip Mall” evokes something totally banal: suburban 
sprawl, cookie-cutter retail establishments along a highway. 

Postrel describes massage’s trajectory: “Once a specialized therapy for injured 
athletes, an indulgence for the idle rich, or a cover for prostitution, massage has 
become a legitimate and seemingly ubiquitous enterprise.”— She says, for 



example, that in 2005 some 47 million Americans had at least one massage. But 
to get there the massage sector had to overcome two significant hurdles. 

As a business, massage has two basic problems. The first is that prostitution 
is generally illegal. A brothel can’t openly advertise its services: no 
“Madame Julia’s House of Great Sex.” Instead, Madame Julia pretends she 
runs a “massage parlor,” which creates confusion, and sometimes legal 
obstacles, for people who want to buy and sell back rubs.— 

In other words, the legitimate massage business is challenged by the illegitimate 
business that masquerades as a legitimate one. 

The second problem is that most potential customers consider massage a 
luxury—an openly optional indulgence, if not a slightly shameful 
extravagance. So they’re acutely sensitive to price. A massage business can’t 
pass high labor costs along to consumers without suffering a rapid drop in 
sales.— 

In some ways this is an even bigger challenge, because it theoretically applies to 
a much larger universe of potential customers. If massage is seen as an openly 
optional indulgence or extravagance, it would be very difficult to persuade 
customers to engage in the service. 

The solution to both challenges, says Postrel, was to reframe the entire 
enterprise. 

One way to attack these problems is to declare massage a medical service. 
Hence in 1983 the American Massage & Therapy Association dropped its 
ampersand to create a new profession: “massage therapy.” Customers and 
legal authorities can be pretty sure—though not 100 percent certain—that a 
massage therapist isn’t selling sex. A therapist not only will keep the client 
discreetly draped with a sheet but also will take a reassuringly clinical 
approach to kneading naked flesh.— 

The reframing of massage into a medical service worked. The American 
Massage & Therapy Association took what had been two separate nouns, 
massage and therapy, and combined them into a single phrase, massage therapy, 
with massage as an adjective. Rather than two separate things, there was now 
one thing—therapy—with massage as the modifier for that thing. And people 
were already well acquainted with modifiers for therapy: physical therapy, 
occupational therapy, art therapy, aroma therapy. 

The worldview triggered by the massage therapy frame is now of a clinical 
setting: of professionals who are trained and licensed; of facilities that are 
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makes return business more likely. Taking care of one’s health is not seen as an 
indulgence, but as an appropriate, even as a responsible, thing to do. 

Meeting People Where They Are 

A recurring theme in this book is that if you want to move people, you need to 
meet them where they are. The same applies to framing. If you want to move 
people to think, feel, understand, or do something differently, the starting point 
has to be which frames would resonate with them in ways that help you. 
Understanding our audience means more than just understanding their 
demographics or their immediate concerns. It requires understanding the frames 
that matter to them. And speaking in ways that make an emotional connection 
with them. 

In Chapter 3. “ Words Aren’t Enough. ” we saw how Microsoft’s Bill Gates did 
this when he chose to speak about his house rather than about his software, in the 
process exciting his audience about the potential for a world with ubiquitous 
connectivity. We saw it also in Chapter 1. “ Words Matter. ” in how Apple’s 
Steve Jobs introduced a whole new category of consumer product with “iPod: 
1,000 songs in your pocket.” And in Chapter 4. “ Speed. Focus, and the First 
Mover Advantage. ” we saw the Marines do it when they framed the Fallujah 
mosque incident as an investigation into an allegation of the unlawful use of 
force, and affirmed their commitment to the Law of Armed Conflict. 

Part of meeting audiences where they are is demonstrating that we know where 
they are. In The Art of Framing: Managing the Language of Leadership, 
University of Cincinnati communications professor Gail T. Fairhurst and Robert 
Sarr, then the Chair of Santa Fe Southern Railways, emphasize the power of 
expressing understanding of the audience’s point of view: 

If we communicate that we understand another’s perspective, we show 
regard because we have taken time to consider an alternative view. If we 
show genuine regard, people tend to be more favorably disposed toward 
us.— 

We saw precisely this lack of understanding another’s perspective in Chapter 3 : 
failure to understand or even acknowledge the concerns of Netflix’s customers 
and Home Depot’s investors. 

Leaders who take audiences seriously also take framing seriously. They speak in 
ways that establish contexts that make audiences more likely to be movable. 
They trigger productive worldviews and move audiences to think and feel, know 










and do things differently. 

Recap: Best Practices from This Chapter 



From Warfighting 


Effective communication is shaped by human nature and is subject 
to the complexities, inconsistencies, and particularities which 
characterize human behavior. Since communication is intended to 
change the way people think and feel and what they understand, 
know, and do, it will invariably be shaped by human emotions. 


Lessons for Leaders and Communicators 

However much leaders may wish it were otherwise, facts don’t speak for 
themselves. Objectivism is a myth. Human beings make judgments based not on 
facts, but on facts that make sense within a given context. That context is a 
frame: a worldview that gives meaning to the facts. Identical facts in different 
frames result in dramatically different audience response. 

Leaders need to take framing seriously. Frames are mental structures triggered 
by language. Metaphors are particularly powerful framing devices because we 
humans live our lives in metaphor. George Lakoff teaches us that our 
understanding is based on complex conceptual organization in our brain that 
makes sense of metaphors. That complex organization operates in the 
background as humans engage with others, but we are oblivious to that 
operation, much as we are unaware of a computer’s operating system that allows 
us to make simple keystrokes on our keyboard. 

When a frame is triggered, an entire worldview is triggered, and the worldview 
determines the meaning of what comes next. 

Leaders often make one of three framing mistakes: 

1. They fail to frame at all, leaving the audience or critics to provide the 
frame, often to the leader’s disadvantage. 

2. They inadvertently trigger a negative frame, by either saying something 
counterproductive (as lisa was about to when interrupted by Rick’s 



admonition, “I wouldn’t mention Paris if I were you”) or denying 
something, thereby inadvertently triggering the very frame they were 
trying to avoid (“I’m not a crook!”). 

3. They lead with the facts, and provide the frame only afterward. But by 
then the audience has either already provided the missing frame or 
ignored the facts altogether. 

Framing has to come before the facts. We saw how identical data on the crime 
wave in the fictional city of Addison was interpreted in two dramatically 
different ways based on the metaphor used to introduce the statistics: a wild 
beast preying on the city, or a virus infecting the city. We also saw how although 
the frames determined the interpretation of the problem and proposed solutions 
(build jails; provide economic opportunity), the solutions were justified in each 
case by pointing to the data. This suggests that people make judgments based on 
the frames, but justify their views based on the facts. 

In contested situations, it’s usually a bad idea to accept the other side’s frame, as 
Senator Kerry did to his ultimate demise in the 2004 presidential election. 

Rather, it’s important to reframe. Reframing allows an alternative context and 
can neutralize resistance and even secure public support. 

Finally, understanding and explicitly acknowledging the concerns of the 
audience can help make them more receptive to our frames in the first place. 



9. Audiences: Attention, Retention, and How 
Hearts and Minds Work 


About a dozen times in the past year I’ve stood in front of groups of executives 
or students and conducted a demonstration. One group was about 500 U.S. 
employees of a European bank. Another was about 20 people in the TV studio of 
a large U.S. insurance company, with another 200 watching remotely. Several 
groups were graduate students, some in NYU’s executive MBA program and 
some in NYU’s MS in PR/Corporate Communication program. And about half 
the groups were executives in different parts of a global pharmaceutical 
company, including one with several neuroscientists in attendance. 

The demonstration comes about halfway through a three-hour workshop on 
persuasion and leadership communication skills, usually just after a break. I 
grasp a lemon between my thumb and middle finger, and hold it out to the 
audience. “What’s this?” “It’s a lemon.” “Right. A lemon. Now, please pay 
attention.” Then, with some flourish, I slice the lemon in half and hold the flesh 
side toward the audience. I then tuck the end of a towel into my collar, stab the 
lemon a few times with a fork, and hold the end of the towel away from me, to 
protect my suit. Then I aggressively and noisily shove the half lemon into my 
mouth, and chew the flesh vigorously while the juice runs down my cheeks and 
chin, through my beard, and onto the towel. The audience invariably shrieks, 
gmnts, groans, or otherwise makes a fuss. Many look horrified. I then wipe my 
face, take a sip of water, grimace, and then smile. There’s complete silence in 
the room. And a sense of shock. 

After a dramatic pause, I ask the audience, “What was happening to you as I was 
chewing the lemon?” I always get the same range of answers: 

• “My mouth puckered.” 

• “I tasted the lemon.” 

• “I couldn’t stop my mouth from watering.” 

• “I felt the juice run down my throat.” 

• “I thought you were crazy. But I tasted the lemon.” 

I then challenge those responses. “What are you talking about? How on earth 
could you have tasted my lemon? How could you have felt the juice go down 
your throat, when you know full well it was going down my throat?” Invariably, 



they smile, grasping the puzzle. 

I then put them out of their misery. “Here’s how. I connected with you. You felt 
my lemon; you experienced the effect of my chewing on the lemon as if you 
were chewing on it. Even though you know that you weren’t. Why?” 

The answer is mirror neurons. Mirror neurons are structures in the brain that 
allow people to experience someone else’s plight as if it’s their own. In watching 
me eat the lemon, my clients and students experienced empathy —from two 
Greek words, literally meaning to feel with someone. 

Leaders need to understand mirror neurons and the many ways the human brain 
makes connection with others possible. If leaders need to meet people where 
they are, they need to understand how to meet them. But human connection is 
not merely a function of proximity. It’s a function also of biology. 



From Warfighting 

Because war is a clash between opposing human wills, the human 
dimension is central to war. It is the human dimension which infuses war 
with its intangible moral factors. 


Because communication is about human connection, 
the human dimension is central to communicating. 
It is the human dimension that makes communication possible. 

Leaders need to know how humans actually work. 


I Second That Emotion 

Humans are wired to connect with each other. To feel with others. 

In The Empathic Civilization: The Race to Global Consciousness in a World in 
Crisis, Jeremy Rifkin recounts the discovery of mirror neurons.- Mr. Rifkin is 
president of the Foundation on Economic Trends in Washington and a senior 
lecturer in the executive education program at the Wharton School of Business, 
University of Pennsylvania. 

He tells how in 1992 in Parma, Italy, a team of neurophysiologists discovered an 
anomaly. They had implanted sensors into the brain of a macaque monkey to 
determine how its brain operated when the monkey did things, such as grab a 





peanut. But at one point a human entered the lab and reached for a peanut, and 
the scientists saw the same brain activity in the monkey as when the monkey 
reached for the peanut itself. They concluded that something must be wrong with 
their machine. But the more they looked into it, the more they realized that the 
machine was fine. Rather, the monkey’s brain reacted the same way regardless 
of whether the monkey grabbed the peanut or watched a human grab the peanut.- 

The team, led by Giacomo Rizzolatti, then tried this with humans, scanning 
humans’ brains with functional magnetic resonance imaging. They found the 
same phenomenon. They had discovered mirror neurons. Says Rifkin: 

Mirror neurons allow humans—and other animals—to grasp the minds of 
others “as if” their thoughts and behavior were their own. The popular 
science press has begun to refer to mirror neurons as “empathy neurons.” 
What is most striking, says Rizzolatti, is that the “[m]irror neurons allow us 
to grasp the minds of others not through conceptual reasoning but through 
directed stimulation. By feeling, not by thinking. 

I Feel Your Pain 

We connect with others by feeling, not by thinking. This simple discovery has 
profound implications. In the 20 years since mirror neurons were discovered, 
there has been a revolution in biology, philosophy, linguistics, psychology, 
neurophysiology, and other fields to figure out how humans actually work. 
There’s still a great deal to learn, and there has been some scientific push-back 
on the very idea of mirror neurons. But a consensus is emerging that historically 
we’ve given the human brain more credit for rationality than perhaps we should. 
All the new findings point to the primacy of emotion, even in our very 
developed societies. 

This isn’t easy to swallow. From the time of Aristotle to the present, Western 
civilization has assumed that persuasion involves rational processes: logic, facts, 
argument. Granted, Aristotle also spoke about the need for Pathos and Ethos to 
accompany Logos. But for much of Western history, Pathos and Ethos have been 
shunted aside for the primacy of Logos. The 17th-century French philosopher 
Rene Descartes famously named the essence of being human: “I think, therefore 
I am.” Especially since the Enlightenment, reason and logic have been seen to be 
the cornerstones of civilization and progress. They are certainly seen as what 
matters in business, and what is taught in business and professional schools. But 
however important reason may be, emotion is now increasingly recognized as 
the key to moving hearts and minds. And hearts and minds (metaphor!) exist in 
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All too often leaders assume that facts matter; that logic should prevail; that if 
only we let the facts speak for themselves, people will understand and agree with 
us. We also know from observation that this doesn’t necessarily work, but that 
leaders persist in pushing facts at people rather than connecting with them. They 
even continue to push facts after they realize that it isn’t working. Paradoxically, 
leaders sometimes double down when they aren’t connecting. They become even 
more determined to push data and facts rather than stopping and then trying a 
new approach. (Think of Netflix’s persistent attempts to justify its business 
decision in terms of the company’s operations, without any expression even of 
understanding that customers would be inconvenienced.) If leaders are to be 
effective, they need at least to appreciate, or better yet to understand, the role of 
emotion. 

In the preceding chapter we noted what the Berkeley cognitive linguist George 
Lakoff called the Myth of Objectivism: that facts and data are persuasive. That’s 
a conclusion based not merely on observation. There’s a biological basis for 
Lakoff’s insight. 

George Washington University neurology professor Richard Restak argues, “We 
are not thinking machines. We are feeling machines who think.”- 

It isn’t that reason and facts are unimportant. It isn’t that we don’t think. But 
rather that humans are unlikely to attend to the facts a speaker is presenting if 
there isn’t the right emotional connection. We are feeling machines who also 
think. We’ve known for years that if an audience is angry and the speaker 
merely speaks facts without expressing any emotion, the audience tends to get 
angrier. We saw that in the Home Depot annual meeting, when investors 
expressed their frustration and anger but CEO Robert Nardelli simply responded 
with, “The board recommends that you reject this proposal.” That turned 
investors’ frustration and anger into a passionate determination to oust the CEO. 
But we also know that if people are angry and the speaker acknowledges the 
anger and shares some emotional connection with the audience, the anger can 
dissipate. 

The rule I’ve always used in coaching clients in a crisis is that you can’t meet 
emotion with logic. You have to meet it with emotion; once that emotional 
connection is made you can then move the audience to a conclusion with logic. 
Again, we are feeling machines, who think. But we need to feel first, and then to 
think. 

If a stakeholder feels aggrieved, it’s important to acknowledge that emotional 
starting point by expressing regret, sorrow, contrition, or at least empathy. If a 


leader doesn’t start with some emotional connection, the rest seems hollow. 

I’m often asked by clients why, in the aftermath of a tragic accident or incident, 
they need to say something like, “Our hearts go out to the family of those killed 
in the fire.” They ask, “Doesn’t that sound canned and insincere? Isn’t it better 
just to get to the point and tell people what we’re doing about it?” My response 
is, first, that it would be better if such a statement were not canned or insincere. 
But second, regardless of the sincerity, people in mourning need to hear an 
expression of sympathy before they will listen to anything else. And people who 
may not necessarily be in mourning but who empathize with those who are also 
need to hear an expression of sympathy. It may well be canned, but it is still 
necessary. Leaders who default to Logos in moments of emotional upheaval will 
likely fail to move stakeholders. But if they lead with Pathos, they are more 
likely to have the chance for Logos to prevail. 

We Happy Few 

In The Empathic Civilization, Jeremy Rifkin draws another conclusion from the 
emerging understanding of mirror neurons: Humans crave connection. He says: 

We’ve long known that human beings and other mammalian specials are 
“social animals.” The discovery of mirror neurons, however, opens the door 
to exploring the biological mechanisms that make sociability possible. - 

Rifkin challenges the historical Western assumption that human beings are by 
nature aggressive, materialistic, and self-interested. He argues from both a 
historical and a biological perspective that we’re actually wired for sociability, 
for attachment, for companionship, and for affection. He says that our first drive 
is to actually belong. That sense of belonging is deeply wired in our brains. 

Evolutionary biology suggests that humans developed a strong us/them, 
friend/foe instinct that was useful in dealing with immediate, life-threatening 
situations. A sense of belonging, whether to a family, clan, community, nation, 
team, or workforce, is a powerful driver of behavior, and can often trump self- 
interest. Think of a parent’s selfless sacrifice for a child; a soldier’s throwing 
himself on a grenade to protect his comrades; a worker’s staying late to finish a 
project so as not to disappoint colleagues; or a fan, whose face is painted in a 
football team’s colors, sitting in a freezing stadium to show solidarity with his 
team. 

Identifying as part of a group is a powerful emotional connection. So powerful 
that George Lakoff, in Don’t Think of an Elephant! says that in politics voters 
don’t necessarily behave in ways that maximize their self-interest. Rather, 


people tend to vote in ways that confirm their self-identity: 

People do not necessarily vote in their self-interest. They vote their identity. 
They vote their values. They vote for who they identify with. They may 
identify with their self-interest. That can happen. It is not that people never 
care about their self-interest. But they vote their identity. And if their 
identity fits their self-interest, they will vote for it. It is important to 
understand this point. It is a serious mistake to assume that people are 
simply always voting in their self-interest.- 

Think of the emotional resonance in American politics in the following 
identities: Republican, Democrat, Libertarian, Progressive, Soccer Mom, Tea 
Party, the 99 Percent, Union Member, National Rifle Association Member. 
Identifying with one of these groups is a stronger predictor of how someone will 
vote than many other kinds of demographics. 

The same applies beyond politics. Stakeholders don’t necessarily make 
judgments and choices based on their own interests. Rather, they make 
judgments and choices based on who they want to be, how they want to be seen, 
and what they want to be a part of. This applies to teams in the workplace, to 
customers of luxury goods, and even to cliques in high school. The sense of 
belonging drives behavior. 

When Apple launched its iPhone in the summer of 2007, thousands of people 
waited in lines on city streets through the night to get a chance to be the first to 
own the phone. They didn’t need a new phone, and they certainly didn’t need to 
spend the night outdoors waiting for one. But it became an identity play: “I’m so 
cool that I waited outside all night to get the iPhone.” Millions of people crowd 
Times Square on New Year’s Eve, sometimes in subzero temperature, for a 
chance to be in the crowd when the ball drops. They could get a better view, 
certainly in more comfort, watching it at home. But they want to be part of the 
experience. 

Leaders who appeal to self-interest alone will often fail to move their audiences. 
But leaders who appeal to identity—to being part of a team, a cause, an event, a 
mission—can move people to put aside their self-interest. 

Perhaps the best example is found in Shakespeare’s Henry V. That play recounts 
the true story of the decisive moment in a war that put England on the map as a 
power to be reckoned with, the Battle of Agincourt in 1415. The English troops, 
far from home and beyond their supply lines, are being pursued by the French. 
The English are outnumbered, exhausted, sick, and in a desperate situation. The 
battle will commence shortly and the English prospects are very poor. King 


Henry V rallies the troops by appealing to their honor and their connection to 
each other—a band of brothers: 

That he which hath no stomach to this fight, 

Let him depart... 

We would not die in that man’s company 
That fears his fellowship to die with us. 

This day is call’d the feast of Crispian. 

He that outlives this day, and comes safe home, 

Will stand a tip-toe when this day is nam’d, 

And rouse him at the name of Crispian. 

He that shall live this day, and see old age, 

Will yearly on the vigil feast his neighbours, 

And say “To-morrow is Saint Crispian.” 

Then will he strip his sleeve and show his scars, 

And say “These wounds I had on Crispian’s day.” 

Old men forget; yet all shall be forgot, 

But he’ll remember, with advantages, 

What feats he did that day... 

From this day to the ending of the world, 

But we in it shall be remembered- 

We few, we happy few, we band of brothers; 

For he to-day that sheds his blood with me 
Shall be my brother; be he ne’er so vile.- 

The speech is all Ethos and Pathos. Ethos in appealing to identity, a sense of 
belonging, of shared destiny: He today that sheds his blood with me shall be my 
brother. And Pathos in predicting a sense of pride and honor: He will stand on 
tiptoe and remember with advantages the feats he did that day. Henry rallied his 
troops and secured a stunning upset victory. And the metaphor of a band of 
brothers has stayed with us, even becoming the title of an HBO miniseries about 
American troops in World War II. 

While most leaders won’t necessarily have the same rhetorical flourishes as the 
Bard, they can intentionally focus on the emotional connection of identity: 

We’re in this together. 

Baby, I Was Born This Way 

The default to emotion is part of the human condition. 

To better appreciate the role of emotion and what it allows an audience to do, we 
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understood as three separate brains working in tandem, if not completely 
integrated with each other. Because humans are still evolving, the three brains 
don’t work as well together as they might. 

The oldest part of our brain, which we share with many other life-forms, 
emerged about 300 million years ago. Often called the “primitive brain” or 
“reptilian brain,” this structure sits at the base of our modern brain, and it 
controls the core autonomic functions of the body: breathing, digestion, 
excretion, and so on. It’s the basic operating system of an animal, keeping us 
alive simply by keeping things working in the body. 

About 200 million years ago mammals developed a second structure, called the 
limbic brain. This is where emotions originate, where memories are stored, and 
where unconscious moral judgments are made. 

Only about 65 million years ago did primates and other mammals such as 
dolphins develop what we now think of as the distinctly thinking brain: the 
prefrontal cortex where reasoning takes place. Humans have the largest 
prefrontal cortex relative to the rest of the brain of any species. It takes up about 
two-thirds of the human brain’s mass. It is this part of the brain that we think of 
as distinctly human: It is this part that governs language and abstract thinking, 
where understanding arises. It is where logic and facts are processed, where 
planning takes place, where decisions are considered and made. 

In humans there’s a pretty constant interplay between the prefrontal cortex and 
the older structures of the brain. Historically, we’ve seen this as a tug of war 
between reason and emotion. Plato said that we can understand the human 
struggle between reason and emotion by thinking of a chariot pulled by two 
horses: one well trained and obedient, and the other wild and untamed. The 
charioteer has to constantly balance the two horses, who are working at cross 
purposes to each other. Neuroscience now shows us that Plato was onto 
something. It explains how that tug of war works. 

The primitive brain and the limbic brain collectively make up the limbic system, 
which governs emotion. The limbic system is where emotions arise, where we 
associate things as either pleasurable or repugnant, where fear, anger, joy, 
anxiety, and other emotions are triggered. The limbic system also controls the 
endocrine system, where hormones and other chemicals are released into the 
bloodstream. The limbic system is where our fight-or-flight impulses arise, 
where any perceived threat immediately triggers the release of chemicals into 
our bloodstream that creates a heightened sense of arousal and facilitates our 
ability to respond quickly. Evolutionarily, that response often took the form of 



confronting the threat or fleeing from it. Even though most threats these days are 
abstract rather than physical, we’re still engineered to have powerful physical 
responses to any threatening stimulus. Also to any pleasurable stimulus. 

Within the limbic system there is a structure called the amygdala, which leaders 
need to understand. The amygdala is the center for triggering emotions such as 
fear, anger, sexual arousal, and joy. When faced with a stimulus, the amygdala 
turns our emotions on. It does so instantaneously, without our having to think 
about it. We find ourselves responding to a threat even before we’re consciously 
aware of it. Think of jumping back when we see a sudden movement in front of 
us, or being startled by the sound of a loud bang. We also respond 
instantaneously to positive stimulus without thinking about it: Note how we tend 
to smile back when someone smiles at us; how we are immediately distracted 
when something we consider beautiful enters our line of sight. 

The amygdala is the key to understanding an audience’s emotional response, and 
to connecting with an audience. 

In the interplay between the amygdala and the prefrontal cortex, the rational part 
often tries to control, contain, or even turn off the emotional part. But it’s not a 
fair fight. New York University neuroscience professor Joseph Ledoux told the 
PBS documentary program This Emotional Life how the wiring of the brain 
affects our ability to manage our emotions: 

The prefrontal cortex has no connectivity with the amygdala. The amygdala 
has superhighways to talk to the cortex, but the prefrontal cortex has only 
back roads and side streets to get to the amygdala.- 

In other words, emotions can easily overcome reason. The connection from the 
emotion-triggering part of the brain to the rational part is direct and powerful. 
When the amygdala talks, the prefrontal cortex listens and follows instructions. 
The amygdala can shut down reasoning, at least for a while. Because the 
amygdala acts instantaneously and pumps stress hormones into our bloodstream, 
it can take a while for the chemicals in our blood to dissipate and for reasoning 
to catch up. We may see something that looks menacing—a snake!—and jump 
back. It may take a few moments for our prefrontal cortex to catch up to the 
amygdala and conclude that there was no snake, just a stick that looked like a 
snake. But all the while we’ll feel the change in our bodies: If we had been 
sleepy, we’re now wide awake; if we had been hungry, we no longer feel the 
hunger. The amygdala makes us focus on the immediate threat and ignore 
everything else. And after the threat dissipates, it takes a while for the chemicals 
that heightened our state of arousal to clear our bodies. It takes time for us 


literally to calm down. 

Daniel Goleman, author of Emotional Intelligence, explains how the amygdala 
works: 

The amygdala is the brain’s sentinel. It has a privileged position in 
perception. Everything we see in every moment goes mostly to the sensory 
cortex but a small part of it goes to the amygdala...which scans it to see “is 
this a threat?” That’s a constant question in evolution: “Is this a threat?” Or 
more generally, the amygdala has presumably been the structure that 
answers the one critical question for survival, “Do I eat it or does it eat 
me?”... The amygdala is a hair trigger. In other words it would rather be safe 
than sorry. It gets a very fuzzy picture of what’s going on. But if it thinks it 
has a match it has the ability to trigger...a rush of stress hormones. It changes 
the entire way the brain prioritizes information.- 

But it’s much harder for reason to control emotion. There are no direct 
connections between the prefrontal cortex and the amygdala. Rather, signals 
from the rational part of the brain can reach the emotional part only indirectly 
and inefficiently. The prefrontal cortex may talk, but the amygdala may not hear 
what it is saying. It is possible to train the brain to control emotion—we see this 
with firefighters, fighter pilots, the military, and others who need to overcome 
fear. The brain soft-wires connections among neurons through repetition, 
making it easier for particular threats to be managed. But it’s still much easier 
for emotions to overcome reason than the other way around. And the more upset 
people are, the more primitive they become: the more the amygdala takes over 
and makes reasoning almost impossible. 

Leaders need to appreciate the role of the amygdala, both to avoid succumbing 
to the amygdala’s attempt to shut down thinking in critical moments, and to 
appreciate what audiences are even capable of. 

Keep Calm and Carry On 

Tony Hayward was tired, frustrated, and feeling besieged. And he said 
something counterproductive: “I’d like my life back.” President Obama felt 
empathy for a friend who had been mistreated by the police. So he said 
something that derailed his attempt to control the healthcare debate: “The 
Cambridge police acted stupidly.” And the HP board, according to a board 
member, was so tired, beleaguered, and weary of infighting that it hired a CEO 
without even meeting him or the two other candidates that the four-person 
nominating committee had brought forward. 


An observer could rightly ask, in each of those situations, what were they 
thinking? The short answer is, they weren’t. They were momentarily unable to 
think clearly because the amygdala had seized control. 

Neuroscientists speak of an amygdala hijacking, in which the body’s survival 
mechanisms take over and shut down thinking. Emotional Intelligence author 
Daniel Goleman explains: 

[When the amygdala perceives that] something is urgent, it creates what is 
called an amygdala hijack, the signs of which are three: you have a very 
strong emotional response, it’s very sudden and intense, and you do 
something or say something, or send an email, that when the dust settles you 
really regret. That is the sign of an amygdala hijack and it happens to really 
intelligent people because we get really dumb when the amygdala takes us 
over. Because we are being run by our fears and our anger, by emotional 
repertoires that were learned unconsciously in childhood. We become very 
childlike.— 

Just as firefighters and fighter pilots can condition themselves to be less 
vulnerable to an amygdala hijacking—to keep calm and carry on even in the face 
of serious threats—leaders need to recognize in themselves the signs that their 
amygdala may be taking control, and to resist the temptation to let the amygdala 
govern. In the Casablanca anecdote that opened Chapter 8. “ Content: Word 
Choice, Framing, and Meaning. ” we saw just this self-awareness when Rick 
warned lisa not to mention Paris: He knew that just hearing her speak the word 
would cause his amygdala to take over. 

The Amygdala and Audience Engagement 

The amygdala is also key to other elements of audience engagement. For 
example, it plays an important role in salience, what grabs and keeps our 
attention. In other words, attention is an emotion-driven phenomenon. If we 
want to get and hold an audience’s attention, we need to trigger the amygdala to 
our advantage. Only when we have an audience’s attention can we then move 
them to rational argument. 

I have become somewhat notorious in the programs I teach in at NYU for the 
way I start each class. I teach all-day sessions on Saturdays, and as the 9 AM 
start time approaches, most students are still milling about, getting settled, and 
chatting with each other. At precisely 9 AM I touch a button on my remote 
mouse and play a sudden blast of very loud rock music. Most of the time it’s the 
chorus of “Let’s Get It Started” by the Black Eyed Peas, but to keep the element 





of surprise I sometimes vary the selection. After a 10-second burst of very loud 
music, I have every student’s undivided attention. I then lock in the connection: I 
smile, welcome them, thank them for investing a full Saturday in developing 
their careers. Only then do I begin the class. I have hijacked their amygdalas. 
Note also that in the anecdote with which I opened this chapter I had the 
audience’s complete attention once I had shocked them with my lemon-chewing 
demonstration. There was complete silence and full attention by the time I began 
to explain mirror neurons. We need audiences to feel first, and then to think. 

Note also that in Chapter 7. “ Performance: The Phvsicalitv of Audience 
Engagement. ” I described eye contact as consisting of both looking into an 
audience member’s eyes and smiling. It’s the smile that makes the connection, 
causing the audience member to unconsciously smile back and pay attention. 

The amygdala in action. 

The amygdala also plays an important role in how audiences pay attention once 
we have their attention. Whenever people are under stress, there’s a likelihood of 
their having only a limited or selective attention. When someone is afraid, angry, 
anxious, insulted, tired, and so on, he or she is likely to engage in cognitive 
tunneling, focusing completely on the thing that is the threat and ignoring 
everything else. 

Emotional Intelligence author Daniel Goleman describes why: 

The problem is that the amygdala functions today the way it always has. 

And we don’t operate in a world now that has actual physical threats. We 
operate in a complex symbolic reality where what we face are complex 
symbolic threats: He’s not treating me fairly; she’s dissing me. Whatever it 
may be. These threats today trigger the [release of stress hormones]. So 
when we are caught in the grip of a distressing emotion it means that 
attention narrows, and fixates, and we get into a state that is suboptimal for 
most of life. - 

This selective attention is the case even when the threat is simply the need to 
focus on a challenging task. Several years ago two psychologists at Harvard 
University conducted an experiment. Daniel Simons and Christopher Chabris 
showed a video of six people, three in white T-shirts, and three in black T-shirts, 
passing basketballs to each other in front of a bank of elevators in what appears 
to be a business office. They instructed their subjects to watch the 90-second 
video and keep a silent count of how often the basketball is passed from 
someone in a white T-shirt to someone else in a white T-shirt. In the video, 
while the players are passing the ball, someone in a gorilla suit walks into the 





scrum, looks at the camera and thumps its chest, and then walks away. When the 
film ended, the psychologists asked their subjects how many times the ball had 
been passed among white-shirted people. But of course, that wasn’t the point of 
the exercise. They then asked, “But did you see the gorilla?” More than half of 
the people who watched the video missed the gorilla.— 

I have shown the video to graduate students and clients (in the same session in 
which I suck the lemon), and far more than half the people in the room said they 
didn’t see the gorilla. Several argued strenuously that there wasn’t a gorilla. 

They were then somewhat shaken up when I played the tape again, and they 
indeed saw the gorilla. Some told me that they had seen the gorilla walk on, but 
had assumed that it was a trick to get them to miscount the basketball passes, so 
they ignored it. Most of these didn’t see the gorilla pound its chest and were very 
surprised to see that it did. 

In The Invisible Gorilla: How Our Intuitions Deceive Us, Simons and Chabris 
explain that people think they see the world as it is, but they miss a lot.— 

This is particularly the case with what is commonly called multitasking: the 
process of apparently doing several things at once. Increasing scientific study 
shows that what we think of as multitasking is in fact micro-attention tasking. 

We aren’t simultaneously doing several things. Rather, we are doing one thing at 
a time, briefly. And while doing the one thing, we aren’t doing the other thing. 
This is why texting while driving or other forms of distracted driving are such a 
problem. When texting (as when counting the basketball passes), we don’t see 
what’s on the road ahead (as we don’t see the gorilla). But in corporate 
environments, with the prevalence of smartphones, iPads, and distracting 
technologies, it’s common for audiences to be multitasking while a leader is 
engaging them. And as a result, members of the audience may miss important 
elements of what the leader is saying. 

Audiences’ actual capacity to pay attention is something many leaders miss. 
Especially when audiences are under stress, either task-focused or multitasking 
or emotionally upset in some way, it is much harder to get and keep their 
attention. 

When people are under stress, they also have difficulty hearing, listening, and 
remembering. For example, when doctors talk to patients about their medical 
conditions, patients typically remember only 50 percent of what they’re told; 
depending on the circumstances, 40 to 80 percent may be forgotten immediately, 
according to Robert H. Margolis, a University of Minnesota professor.— More 
important, when patients do recall information, they remember about half of it 


incorrectly. So, according to Dr. Margolis, half of what patients hear about their 
medical condition is forgotten immediately, and half of what is remembered is 
wrong. 

So cognitive tunneling makes people focus on a threat and ignore other things. 
Selective attention in general allows them to miss what might otherwise be 
directly in front of them but that isn’t part of the threat or task. And because 
they’re under stress, they have trouble hearing, listening, or remembering. 

There are several other amygdala-related challenges. The first is what is known 
as the Primacy Effect: People tend to remember the first thing they hear, but not 
what follows immediately thereafter. Hence, the need for frames to precede 
facts. The second is known as the Recency Effect: People tend to remember the 
last thing they hear. The third is the Rule of Threes. As general principle, people 
under stress can hold no more than three ideas, thoughts, or topics in their minds 
simultaneously. They can remember no more than three things. And they 
generally respond well to things spoken in groups of threes. (Note also that in 
the history of rhetoric for thousands of years we’ve known that audiences tend to 
pay more attention and remember more when content is grouped in threes. Now 
we know why. This is often referred to as the Rule of Threes.) 

Adapting to the Amygdala: Five Strategies for 
Audience Engagement 

There are a number of ways to overcome these challenges. When leaders are 
speaking to audiences that are under stress—even if the audience is merely tired 
or distracted—the leader can take the amygdala into account in determining how 
the content is structured and how the audience is engaged. Here are five ways to 
engage effectively: 

1. Establish connection before saying anything substantive. And remember 
that the connection is physical. Techniques to connect include asking for 
the audience’s attention, if only with a powerful and warm greeting, 
followed by silence and eye contact. The key is to make sure the audience 
isn’t doing something else so that they pay attention. (Think of the leader 
as the gorilla, and the audience’s distraction as counting basketballs. You 
need to get the audience to stop counting and to pay attention to the 
gorilla.) 

2. Take the Primacy Effect seriously. Say the most important thing first 
once you have their attention. The most important thing should be a 
powerful framing statement that will control the meaning of all that 



follows. Remember that frames have to precede facts. 

3. Take the Recency Effect seriously. Close with a recapitulation of the 
powerful framing statement that opened the presentation. 

4 . Make it easy to remember. Keep in mind how hard it is for people to 
listen, hear, and remember. One way is to repeat key points. I often hear 
from clients, “But I’ve already said this. I don’t need to say it again.” Or, 
“I don’t want to say it again.” Or, “If I have to say this again, I’ll throw 
up. I’m tired of repeating myself.” But leaders need to constantly repeat 
the key themes, within any given presentation, and in general as a matter 
of organizational strategy. It doesn’t matter if they’re bored with saying it. 
The audience needs to hear it, again and again. And again. As a general 
principle, people need to hear things three times if they are to even pay 
attention to it. And because any given audience member at any time may 
be distracted or inattentive, he or she is unlikely to hear or attend to 
everything that is said. So leaders need to repeat key points far more than 
three times to be sure that everyone has heard it at least three times. One 
of the burdens of leadership is to have a very high tolerance for repetition. 

5. Follow the Rule of Threes: Have three main points. But no more than 
three main points; no more than three topics; no more than three examples 
per topic. Group thoughts in threes; words in threes; actions in threes. 

(See how I just used the Rule of Threes in that sentence?) Think of 
Abraham Lincoln in the Gettysburg Address: “We cannot dedicate, we 
cannot consecrate, we cannot hallow this ground.” 

General Electric’s chief executive officer spoke about the power of the Rule of 
Threes and the need to have a high tolerance for repetition soon after he 
succeeded Jack Welch at GE’s helm. Asked by Fast Company magazine the top 
leadership lesson he had learned from Mr. Welch, Jeff Immelt said, “Every 
leader needs to clearly explain the top three things the organization is doing. If 
you can’t, you’re not leading well.”— 

The Primacy of the Visual: The Eyes Have It 

Several years ago the leadership team of one of my clients was presenting to an 
investment conference in New York. After the formal presentation, the team was 
fielding questions, and one investor asked for an update on the company’s 
quality initiative. The CEO handed off the question to the president of the 
manufacturing division, the part of the company that actually made the things 
that the company sold: “Quality is part of manufacturing, and I’ll let Jim, who 
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Jim stood up and confidently said the following: “Our quality initiative is well 
underway. And quality continues to improve every single quarter.” Then he 
rattled off a bunch of statistics. 

The framing was right, and it was true: Quality was improving. There was just 
one problem. As he said it, he held his hand out in front of his body, at shoulder 
level. As he spoke, the hand moved down diagonally in front of his body. It was 
the gesture of something in decline. But his words were of something improving. 
No one on the stage noticed the anomaly. But the audience did. 

After the investment conference, analysts posted negative references to the 
company, expressing concerns about the quality of the company’s products. 
When the investor relations department called the analysts to understand their 
views, they said their concerns arose from the division president’s remarks. 

I was asked to meet with the division president and I reviewed the videotape of 
his comments with him. As he watched it, he saw no problem. I asked him what 
the downward diagonal sweep of his hand meant. He said, “It means quality is 
improving.” I said, “No, it doesn’t.” He challenged me: “Of course it does.” I 
asked him, “What do you mean when you say ‘quality’?” He replied, “You 
know, quality. The number of defects per thousand units of production.” 

Then we both burst out laughing, as we recognized the miscommunication. He 
had fallen prey to the Curse of Knowledge, where a technical expert cannot 
conceive that someone without his technical expertise doesn’t know what he 
knows. It’s all too common in specialized fields such as medicine, law, finance, 
and manufacturing. To Jim, an engineer by training, quality was a frame about 
things that didn’t work well. The goal of the quality initiative was to reduce the 
number of defects, to minimize customer complaints, to reduce the number of 
replacements under warranty. And the other executives who were at the 
conference, who were similarly cursed with that knowledge, didn’t notice 
anything unusual about what he said and how he said it. But for investors there 
was a completely different frame: Quality was something positive. The goal of a 
quality initiative was to do something better, to make something more effective, 
to build customer loyalty. In other words, for things to go up. 

But Jim’s gaffe also pointed to something about the human brain. When there’s 
inconsistency between what the ears hear and what the eyes see, the eyes tend to 
prevail. When investors saw the downward swoop of his gesture as he spoke 
about quality, the visual overtook the verbal, and investors were left with a false 
but powerful impression: Quality was declining. The framing came not from the 
word “improving” but from the combination of the word “quality” and the 



downward gesture. That triggered the worldview. The statistics didn’t matter. 

The audience had already reached an impression. The facts bounced off. 

We see the same kind of disconnect when leaders express pride in the company 
achieving a milestone, but do so without any facial expression. Or when they say 
they’re pleased to announce something without a trace of a smile on their faces. 

In 1976 two professors at the University of Surrey in Great Britain published in 
the journal Nature the result of their study into multimodal perception—what 
happens when two sensory systems are working at the same time. Harry McGurk 
and John MacDonald concluded that although most verbal communication 
occurs in settings where the listener can see the speaker, speech perception is 
still normally regarded as a purely auditory process. They demonstrated the 
“previously unrecognized influence of vision upon speech perception.”— 

The McGurk Effect, outlined in that paper, is based on showing people a video 
in which a speaker repeats a certain sound, such as ba-ba-ba, again and again. 
But in some parts of the video, the speaker is seen to mouth the sound ba-ba-ba; 
in others, the speaker is seen to mouth the sound fa-fa-fa or ga-ga-ga or da-da- 
da. But the sound never changes. Ask the viewer what the speaker is saying, and 
the viewer will say, alternately, ba-ba-ba or fa-fa-fa or ga-ga-ga or da-da-da, 
depending on what the mouth seems to be doing. But ask the viewer to listen to 
the same tape, with eyes closed, and the viewer will hear only ba-ba-ba. When I 
do this with students and clients, they don’t believe what’s happening. Even 
closing their eyes and hearing only ba-ba-ba isn’t convincing. I need to play the 
tape multiple times, as they close their eyes on the second or third fa. Eventually 
they come to terms with the fact that they had mistakenly believed they had 
heard something that they didn’t actually hear. It is always disconcerting. 

Lawrence Rosenblum, a professor of psychology at the University of California 
Riverside, and author of See What I’m Saying: The Extraordinary Power of Our 
Five Senses, explained the McGurk Effect on the BBC’s Horizon television 
program: 

In the illusion what we see overrides what we hear. So the mouth 
movements we see when we look at a face can actually influence what we 
believe we’re hearing. If we close our eyes, we actually hear the sound as it 
is. If we open our eyes, we actually see how the mouth movements can 
influence what we’re hearing. The effect works no matter how much you 
know about the effect.— 

In the 1933 Marx Brothers movie Duck Soup, the Groucho character famously 
asks, “Who are you going to believe, me or your own eyes?”— Embedded in that 


joke is the comedian’s understanding that people actually believe their own eyes 
rather than what they may hear. When what audiences hear conflicts with what 
audiences see, the eyes have it. (In fact, the Marx Brothers’ quote itself is an 
example of the phenomenon it describes. Although widely attributed to Groucho 
Marx, the quote was actually spoken by Chico, but while he was impersonating 
Groucho. The eyes have it even in puns about the primacy of the visual.) 

The McGurk effect—the visual overriding the verbal—has significant 
consequences to effective leadership communication. Leaders need to worry not 
only about what they say and how they say it, but also about how they look 
when they say it. 

Air Thin 


Words matter. So do visuals. The combination can be unbeatable. 


This book began with Steve Jobs introducing the iPod in 2001. Mr. Jobs 
captured people’s imagination with his introduction to the very idea of an iPod: 
1,000 songs in your pocket. 

We close with Steve Jobs again, in January 2008. He was about to launch the 
newest Apple computer, the MacBook Air. He teased the Macworld Conference 
audience: “There’s something in the air.” Then he framed what was to follow: 

As you know, Apple makes the best notebooks on the planet: the MacBook 
and the MacBook Pro. These are the standards in the industry by which 
competitive products are judged. Well, today we’re introducing a third kind 
of notebook. It’s called the MacBook Air. Now, what is the MacBook Air? 
In a sentence, it’s the world’s thinnest notebook.— 


He then showed examples of competitors’ slim notebooks. He showed a visual 
of the side profile of the best-selling competitor’s notebook and of the MacBook 
Air, and noted how the thickest part of the MacBook Air was still thinner than 
the thinnest part of the competitor’s computer. He then talked about how, unlike 
the competitor, the MacBook Air would have a full-size screen and keyboard, 
and full memory capacity: 

So, it’s so thin that it even fits inside one of these envelopes that we’ve all 
seen floating around the office. And so let me show it to you now.— 


As he spoke, the screen behind him showed a yellow 9” x 12” interoffice 
envelope. Jobs walked to a lectern and pulled out just such an envelope. He held 
up the envelope. It was flat. It looked empty. He dramatically unscrolled the red 
string that held the envelope closed. Then he slid from the envelope a new 
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occasional “wooo.” He held it flat to show how thin it is. Then he opened it to 
show the full-size display and keyboard. 

Then he said, “But the real magic is in the electronics.” Behind him appeared a 
photograph of the guts inside the computer. “This is a complete Mac on a board. 
You think, okay, what’s so special about that?”— 

Then a plain number 2 pencil appeared next to the circuitry. The two were the 
same size. “It’s really tiny. And to fit a whole Mac on this thing was an amazing 
feat of engineering.”— 

Those two images—the new computer coming out of a flat interoffice envelope, 
and the guts of a full-power computer no longer than a regular pencil—told the 
entire story. Jobs’s presentation was masterful: Complete command of the 
physicality of his engagement with audiences—the right words, conveyed in the 
right order, with the right images—provoked an emotional connection. 

Steve Jobs showed us how to use communication as a leadership tool. 

The burden of leadership is to create a package: a presence that combines 
posture, gesture, bearing, with the sounds that are made as the leader speaks, 
with content that works, and powerful visual imagery, all the while connecting 
with audiences. It isn’t easy. But it is a critical element of building trust, 
inspiring confidence, and leading effectively. 

Recap: Best Practices from This Chapter 



From Warfighting 


Because communication is about human connection, 
the human dimension is central to communicating. 
It is the human dimension that makes communication possible. 

Leaders need to know how humans actually work. 


Lessons for Leaders and Communicators 

Human connection is not merely a function of proximity. It’s also a function of 
biology. Taking audiences seriously requires leaders to understand what 
audiences are capable of, how humans actually work. And that requires 





understanding the human brain, where hearts and minds reside. 

Humans are wired to connect with each other. Mirror neurons allow people to 
actually experience sensory perception from afar. When we watch a skier twist a 
knee, we feel our own knees hurt. When we watch someone chewing on a 
lemon, our mouths water and we taste the lemon. Or think we do. Humans are 
empathic. We feel with other people. Mirror neurons are a powerful connection 
mechanism, and effective leaders connect with audiences not merely 
intellectually and emotionally, but also physically. 

Mirror neurons also provide a biological explanation for why humans are social 
creatures. Identity drives behavior, because our first drive is to belong. So 
leaders need to connect by showing that they and their followers have something 
in common. 

Leaders too often assume that facts matter, that logic prevails, and that if only 
they let the facts speak for themselves stakeholders will understand and agree. 
But humans aren’t wired that way. They are emotional creatures before they’re 
rational creatures. There is a constant interplay between our limbic system and 
our prefrontal cortex, between emotion and reason. 

The default to emotion is part of the human condition. The amygdala governs the 
fight-or-flight impulse, the triggering of powerful emotions, and the release of 
chemicals that put humans in a heightened state of arousal. There’s a 
superhighway from the amygdala to the prefrontal cortex, which governs 
reasoning, logic, facts, planning, and decision making. The amygdala can shut 
down reasoning. But there are only side roads and back channels from the 
prefrontal cortex to the amygdala. So it’s much harder for the prefrontal cortex 
to get emotions under control. While it’s possible to soft-wire more efficient 
connections through repetition, it’s easier for emotion to control reason than the 
other way around. 

Humans are not thinking machines. We’re feeling machines who also think. We 
feel first, and then we think. As a result, leaders need to meet emotion with 
emotion before they can move audiences with reason. 

The amygdala also plays important roles in what an audience can pay attention 
to and how. When people feel threatened, cognitive tunneling takes place, 
making it difficult to focus on anything beyond the threat. And as people become 
more and more upset, they become more and more primitive: They use the older, 
more emotional parts of their brains. 

Even when people aren’t immediately threatened, selective attention causes 
people under stress to ignore everything outside the scope of their immediate 



point of focus. People tasked with counting something don’t notice a gorilla 
walking in front of them, just as drivers who are texting don’t notice an obstacle 
in the road. 

When people are under stress, they have difficulty hearing, listening, and 
remembering. Primacy means they remember what they hear first. Recency 
means they remember what they hear last. And the Rule of Threes means they 
can’t remember more than three things. This places a premium on keeping things 
simple and repeating key points. 

These are the five strategies for adapting to the amygdala when engaging 
audiences: 

1. Establish connection before saying anything substantive. 

2. Take the Primacy Effect seriously: Frames have to precede facts. 

3. Take the Recency Effect seriously: Repeat the frame at the end. 

4 . Make it easy to remember: Repeat. And repeat again. And again. 

5. Follow the Rule of Threes. 

Verbal engagement is not merely an auditory process, but also a visual one. 
When there’s an inconsistency between what the eyes see and what the ears hear, 
the eyes tend to prevail. So leaders need to align what they say with how the 
body portrays it. 



10. Putting It All Together: Becoming a 
Habitually Strategic Communicator 


Communication Is a Leadership Discipline 


Whatever else leadership may be, it is experienced publicly. While it may 
emanate from within, it is a public phenomenon. 

A burden of leadership is to be good at communicating. As Marine Lieutenant 
Colonel Rob Riggle said in the Foreword, “If you can’t communicate 
effectively, you will not lead.” 

But there’s a paradox: Unlike most other skills a leader needs to master, 
communication seems to be something leaders already know; they’ve been 
communicating their whole lives. Just as a fish is unaware of the water it swims 
in, leaders often are unaware of their own communication abilities. Or lack 
thereof. 


Communication has power, but like any powerful tool it needs to be used 
effectively or it can cause self-inflicted harm. In this book we’ve seen how 
leaders can suffer career-defining blunders if they don’t take communication as 
seriously as they take most other elements of their jobs. And how they can 
dramatically enhance their competitive position if they communicate well. 

Warfighting quotes the German military strategist Hans von Seeckt: “Intellect 
without will is worthless; will without intellect is dangerous.” 1 Leaders need 
both. They need will in order to organize their communication toward a goal; 
they need intellect in order to understand what works and why. 

Harnessing the power of communication is a fundamental leadership discipline. 
Effective leaders see communication as a critical professional aptitude and work 
hard at getting it right. 

And getting it right requires becoming strategic as a first resort: thinking through 
the desired change in the audience and the ways to make that happen. 

Effective communicators take change seriously: They ground their work in 
moving people to be different. To think differently; to feel differently; to know 
or do things differently. 


Effective communicators also take audiences seriously. They work hard to 
ensure that all engagements move people toward their goal. That means caring 
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think and feel something else. And listening carefully to the reaction, and 
adapting where needed. 

Effective communicators also take words seriously. They know that words 
trigger worldviews and provoke reactions. They plan their engagements so that 
the right words are used to trigger the right reaction. 

Effective communicators also know that the best communication can be 
counterproductive if it isn’t aligned with action. 

And effective communicators take seriously the need to package all that an 
audience experiences—the verbal, the visual, the abstract, and the physical—into 
one powerful experience. 

This book is grounded in nine fundamental leadership communication principles 
that together contribute to becoming a habitually strategic communicator: 

1. See communication as the continuation of business by other means: 

• It is intentional. 

• It is interactive. 

• It is intended to provoke a reaction. 

2. To move people, meet them where they are. 

3. Walk the talk. 

4 . Control the communication agenda. 

5. Remember that even small events, changes, or blunders can have big 
consequences. 

6. Plan ahead and align tactics with strategy. 

7. Invest in continuous improvement in communication skills. 

8. Harness the power of language and of framing. 

9 . Understand how the human brain works. 


v» 

From Warfighting 

[Marines] must be individuals both of action and of intellect, skilled at 
“getting things done” while at the same time conversant in the military 
art. 




Leaders must be individuals both of action and of intellect, 
skilled at “getting things done ” while at the same time 
conversant in communication skills, in winning hearts and minds. 


Here is a more expansive account of each, tracking the chapters of the book. 

Nine Principles of Effective Leadership 
C ommunication 

1. See Communication as the Continuation of Business by Other Means 

Intention 

The purpose of communication is not to communicate, but to accomplish some 
tangible business goal. The only reason to communicate is to change something 
—to influence the way audiences think and feel, and what they know and do, in 
order to enhance our competitive position. 

Communication is merely one of the ways to fulfill a business or organizational 
goal. But it is one of many means. By itself it is rarely sufficient to accomplish 
most organizational goals. Rather, communication is what the military calls a 
force multiplier: It helps you do more, better, faster than you otherwise would be 
able to do. Effective communication can help accomplish any particular purpose 
better, and faster, and with fewer resources. But however effective, it must be 
paired with action that is consistent with what is said. 

Words matter. Words shape worldviews. Words provoke action and reaction, 
which in turn provoke more words. Getting the words right is critically 
important. Getting the action right is also critically important. And aligning the 
words and actions is even more important. 

All effective communication is done on purpose. It is intentional. It starts with 
an understanding of an audience and then moves to influence that audience. 

An audience is a living, breathing entity. It is a collection of human beings. 
Collectively, an audience tends to care about certain things in certain ways, and 
tends not to think at all about the concerns of those trying to influence it. And at 
any given time any member of any audience is distracted, inattentive, 
unconcerned with others’ concerns, and focused only on his or her immediate 
interests. 

Interactivity 

Effective leadership communication is always interactive. Interactivity involves 
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Communication cannot take place in one direction. Sending is not the same as 
receiving. And receiving doesn’t ensure understanding. Effective 
communication is two-way or multidirectional, and always involves a feedback 
loop. 

Effective communicators know that they need to adapt. They need to adapt if 
they recognize that they’re not being understood. They need to adapt based on 
how their audience reacts to the initial engagement, based on what critics or 
adversaries say; on changes in the environment in which communication is 
taking place; as facts become outdated or as new developments require attention. 

Adapting to change is not a sign of weakness or of indecision. Rather it is a 
discipline. 

If we see effective leadership communication as a process of continuous mutual 
adaptation, of give and take, of move and countermove, with a goal always in 
mind, we can maintain control of the communication agenda, even as things 
change. We avoid the illusion that communication has taken place. 

Reaction 

Influencing an audience requires active engagements that cause the audience to 
take notice, and to do so in ways we want them to. But this requires knowing 
what the audience feels, thinks, is capable of, and cares about. And it requires 
caring about those things too. 

A habitually strategic communicator never begins with “what do we want to 
say” but rather with a sequence of prior questions. The habitually strategic 
communicator always begins by asking questions in a certain sequence: 

1. What do we have? What is the challenge or opportunity we are hoping to 
address? 

2. What do we want? What’s our goal? Communication is merely the 
continuation of business by other means. We shouldn’t communicate 
unless we know what we’re trying to accomplish. 

3. Who matters? What stakeholders matter to us? What do we know about 
them? What further information do we need to get about them? What are 
the barriers to their receptivity to us, and how do we overcome those 
barriers? 

4 . What do we need them to think, feel, know, or do in order to accomplish 
our goal? 

5. What do they need to see us do, hear us say, or hear others say about us to 



think, feel, know, and do what we want them to? 

6. How do we make that happen? 

2. To Move People , Meet Them Where They Are 

We need to meet people where they are: physically, emotionally, intellectually, 
spiritually, and ideologically. The bigger the gulf between “us and them,” the 
less likely it is that effective communication will take place. 

Communication isn’t about telling our story. That’s undisciplined, self- 
indulgent, and often illusory. The power of communication is getting audiences 
to listen—and to care. 

Taking stakeholders seriously requires respecting the point of view of those 
whom we would engage. It requires curiosity about what matters to them, about 
what it takes to win them over and to keep their trust and confidence. Effective 
leaders connect with audiences by understanding what matters to them, and by 
speaking in ways that resonate with them. 

Leaders are particularly prone to seeing the world from the perspective of their 
own organization, and to fail to consider—or to dismiss as irrelevant—the 
concerns of stakeholders. This is an occupational hazard that needs to be 
acknowledged and managed. 

Audiences typically don’t care about a company’s operations. They don’t have 
sympathy for the business challenges or logistical issues a company may face. 
They care only about the impact on them. Audiences don’t know—and don’t 
want or need to know—about a company’s internal operations in order to be 
customers. To get an audience to care, a company and its leaders need to begin 
with the audience’s concerns and then link those concerns to what the company 
is doing. 

For leaders who live and breathe the company’s operation, this common-sense 
observation is hard to grasp. Audiences have their own ideas, their own 
concerns, their own frames of reference. And if we want to maintain their trust 
and confidence, we need to start by taking those ideas, concerns, and frames of 
references seriously. 

Taking stakeholders seriously is not easy. But failure to do so is a critical failure 
of leadership. For any given stakeholder group, a leader should seek to 
understand three basic things, by asking three basic categories of questions: 

1. What do we know about the group? 

An inventory of current knowledge 



2. How does the group work? 

Grounding to predict behavior 

3. How does the group relate to us? 

The link between audiences and outcomes 

Taking stakeholders seriously also means connecting with them. Very often, that 
connection requires using all three of Aristotle’s attributes—Logos, Ethos, 

Pathos—simultaneously: 

1. Logos: Reasoning, logical argument, empirical evidence, rational 
explanation, and facts. 

2. Ethos: An element of personal character, identity, or personal attributes; 
the characteristic spirit and prevalent tone or sentiment of a person, 
people, or community. 

3. Pathos: Emotion, passion, and especially the triggering of an emotional 
reaction from and connection with the audience. 

Winning minds requires Logos—facts, reasoning, argument, and data. But 
winning minds also requires Ethos—some element of personal character or 
experience that connects the speaker to the audience. And it requires Pathos— 
initially as passion on the part of the speaker, but fundamentally the triggering of 
an emotional reaction with the audience. Done well, the Pathos can be positive: 
enthusiasm, support, trust, confidence. Done poorly, the Pathos can be negative: 
anger, mistrust, a feeling of betrayal, leading ultimately to disengagement of the 
audience from the leader. But we need to win hearts first, and minds second. 

Companies often dismiss the significance of Ethos and Pathos. They stay stuck 
in Logos, to their and their stakeholders’ ultimate disappointment. 

3. Walk the Talk 

Leaders are judged on the fulfillment of expectations. When leaders make 
promises, either implicit or explicit, they are establishing criteria by which they 
ask to be judged. Once an expectation is set, the leader must either fulfill the 
expectation or reset it, or risk disappointment that shatters trust. 

Resetting an expectation may cause some short-term pain. But it’s preferable to 
wholesale disappointment. 

However tempting, leaders must resist saying what merely sounds good in the 
moment. And especially when things go wrong, leaders learn the hard way that 
they can’t talk their way out of a business problem. They certainly can’t talk 
their way out of a problem they behaved their way into. And once they’ve 



committed a say-do gap, it’s hard even to talk their way out of a problem they 
talked their way into. 

4. Control the Communication Agenda 

One burden of leadership is to seize the initiative when it can do the most good. 
Leaders know that they need to be in control of the communication agenda: both 
the topics they talk about and the words they use. This requires speed, focus, and 
the first mover advantage. 

Speed isn’t just acting quickly. Rather, speed is best understood as tempo: the 
consistent ability to be effective in a timely way. It’s about acting effectively and 
engaging stakeholders promptly. 

The consistent ability to act and engage stakeholders quickly and effectively 
creates a competitive advantage in the best of times. But it is in the worst of 
times that it matters most: It can prevent a negative event from becoming a 
tragedy, or worse. It is precisely in high-stakes situations that stakeholders, 
critics, and adversaries look for leadership in the form of effective engagement. 

As important as the consistent ability to operate quickly is focus: the ability to 
concentrate attention on the right thing, and to align multiple communications by 
multiple parties. 

Shaping the communication agenda requires considering more than what we 
may be minimally required to say, but rather identifying what we optimally 
should say in order to maintain trust, confidence, and loyalty. 

The first mover advantage is a form of maneuver that prevents critics and 
adversaries from framing the situation. Leaders need to define the crisis, their 
motives, and their actions first, consistently, and persistently. When stakeholders 
expect their leaders to step up, the leaders need to. 

Especially in contested situations, there is a constant interplay between being in 
control of the communication agenda and having to respond to others who are 
trying to control it. Because the battle for hearts and minds is often a competitive 
one, it’s critical for leaders to be able to capture, retain, and exploit the initiative. 

The most effective way to make decisions about when to communicate is to 
operationalize the first mover advantage by asking four related questions, all of 
which have to do with stakeholder awareness and expectations: 

1. Will those who matter to us expect us to do or say something now? If 

so, we need to act and communicate now. 

2. Are others talking about us now, shaping the perception about us. 



among those who matter to us? Do we have reason to believe they will 
be soon? If so, we need to communicate quickly and fully before others 
define the crisis, our motives, or our actions. 

3. Will silence be seen as indifference or as an affirmation of guilt? If so, 

we need to not be silent, but rather to engage fully to prevent the 
perception of indifference. 

4. If we wait, will we lose the ability to control the outcome? If so, we 

should not wait. 

If the answer to all four questions is no, then the leader should watch and wait, 
prepare to engage stakeholders, and then engage whenever the answer to any of 
them turns from no to yes. But as soon as the answer to any of the four questions 
is yes, the leader needs to overcome fear, inertia, embarrassment, or anxiety, and 
engage stakeholders effectively and quickly. 

Once the decision is made to engage stakeholders, the rule of thumb for 
communicating bad news is as follows: 

• Tell it all: Say all that is necessary to establish stakeholder understanding, 
buy-in, or neutrality. 

• Tell it fast: Bundle the bad news into a single news cycle, and avoid dripping 
out new details over time, which creates a new news cycle and causes 
stakeholders to question the leadership skills of those communicating. 

• Tell ’em what you’re doing about it. 

• Tell ’em when it’s over. 

• Get back to work. 

5. Remember That Even Small Events, Changes, or Blunders Can Have Big 
Consequences 

Leaders know that not all actions are equivalent and that there isn’t necessarily a 
one-to-one stimulus-response relationship. The same applies in communication: 
Not all words are created equal. Different words have different impacts. And 
because communication is a process of mutual adaptation, of move and 
countermove, the leader needs to consider the response his or her words are 
likely to provoke. And to resist the temptation to say anything that triggers a 
response different from the desired response. Saying the wrong thing—or the 
right thing at the wrong time—can derail an otherwise carefully planned event 
and hand the initiative to one’s opponents. 

The first mover advantage is a further example of disproportionality. A delay of 
iust a few minutes can allow an adversarv. a critic, a comoetitor. the media. 



social media, or others to seize the initiative and move an audience to think, feel, 
or do the opposite of what we might want it to. 

Disproportionality applies not only to what one says but to when one says it. The 
longer it takes to fulfill appropriate stakeholder expectations, the harder it 
becomes. Incremental delays in fielding an appropriate response have a greater 
than incremental effect on the outcome. An apology on Day 1 may be sufficient 
to prevent loss of trust by stakeholders; an apology on Day 10 after 
uninterrupted expressions of outrage probably won’t be sufficient. 

Ideally, a leader can exercise the first mover advantage. But sometimes that isn’t 
possible. But even when others begin to define a situation before a leader can, 
there’s still an opportunity to protect one’s reputation and regain control of the 
agenda. It just gets harder and harder to control the agenda as time passes. 

The longer it takes to control the communication agenda, the harder it becomes. 
That’s because more and more people are reaching conclusions about the 
situation, making judgments, and believing and acting on what they hear. What 
would have been sufficient in the early phases of a situation becoming public 
would be woefully inadequate hours or days or weeks later. 

The general principle in applying the Golden Hour to controlling the 
communication agenda is the rule of 45 minutes, six hours, three days, two 
weeks. That’s the sequence of disproportionate effects that arise in particular 
intervals in the cycle of visibility—what used to be called the “news cycle” but 
with the ubiquity of social media is now far more widespread. This principle 
suggests that it’s possible to defend one’s self against negative visibility, but that 
the longer it takes to organize a sufficiently persuasive response, the harder it 
becomes. 

That’s why speed is so important—speed defined not as impulse but as the 
predisposition to make sound decisions quickly and to communicate them 
effectively. (Refer back to Figure 5.1 showing the Golden Hour of Crisis 
Response.) 

6. Plan Ahead and Align Tactics with Strategy 

Planning 

Projecting thoughts forward is the key to planning. And as we project our 
thoughts forward, we need also to project our stakeholders’ thoughts and likely 
reaction forward. 

Planning isn’t just determining a sequence of actions and writing a statement 
based on what you want to say or are minimally required to say. It’s about a 



chessboard, not a calendar. It’s about thinking several moves ahead: If we do X, 
what will they do, and what will we then need to do next? If we do Y, what will 
they do, and so on. So planning requires understanding the absolutely 
predictable and appropriate expectations of stakeholders, anticipating and then 
meeting those expectations. 

As in the rule from carpentry—measure twice, cut once—we need to be so well 
prepared at the moment of execution that we get the communication right the 
first time. 

Communication planning can also serve as the canary in the coal mine—as a 
leading indicator that something is amiss in the business planning process. The 
need to explain something often calls attention to some inconsistency in decision 
makers’ thought processes. 

Strategy 

Strategy is the process of ordered thinking: of thinking in a particular order. 
Effective leaders never confuse means with ends, goals and strategies with 
tactics. The key is to have clarity about the situation as it presents itself, the goal 
one is trying to accomplish, and the means by which one will accomplish it. 

Communication cannot be crafted in a vacuum. All communication tactics (the 
specific engagements with stakeholders) need to be directly supportive of 
communication goals (the outcomes we want to achieve). Communication goals, 
in turn, need to support business goals. Any communication goals or tactics 
conceived or executed in the absence of clearly defined business goals are likely 
to be ineffective. 

The business goals describe changes or outcomes in the business environment or 
in a company’s competitive position: build market share, attain fair stock market 
valuation, enhance employee productivity, secure regulatory approval of a new 
product, and the like. The communication goals describe changes in stakeholder 
attitudes, feelings, understanding, knowledge, or behavior. Each needs to be 
clearly articulated, with communication goals subordinate to, and supportive of, 
the business goals. 

Planning at the strategic level begins with desired outcomes. What do we need 
our stakeholders to think, feel, know, and do if we are to change the business 
environment or our competitive position? The more clarity we have about each 
of these questions, the more likely we are to be able to plan effectively. 

The operational level is where the actual planning of stakeholder engagement 
takes place. Once we know (from the strategic level) what we want the change in 
our stakeholders to be. we can then determine the best manner, time, message. 



and messenger to engage stakeholders. The operational level is where we make 
choices. Of what to say, of when to say it, and of how to say it. It is at the 
operational level that we anticipate stakeholder reaction by inventorying their 
current level of awareness, their concerns, fears, and hopes, and their likelihood 
to care about our content. It is at this level that we can project alternative ways 
of engaging, alternative content, and alternative messengers to anticipate 
reactions and choose the more likely effective path. 

It is precisely at the operational level that many leaders and leadership teams fall 
short. By failing to anticipate and adapt, they end up speaking in ways that may 
make them feel better but that aren’t necessarily going to move stakeholders the 
way we need them to. 

The tactical level is where communication actually takes place. Tactics are the 
things we actually say to people, the contact we actually make. The tactical level 
is where we have the press release, the speech, the employee e-mail, the press 
conference. 

Most leaders default to the tactical as a first resort. But the tactical must be in the 
service of the operational, which in turn is in the service of the strategic. Rather 
than default to the tactical, effective leaders get to the tactical by considering the 
other levels first. 

Unity of effort is alignment of all communication tactics and messages. Unity of 
effort in the service of clearly defined goals, with an operational framework that 
makes smart choices about what to say, when, how, and to whom, is the key to 
effective leadership communication. 

7. Invest in Continuous Improvement in Communication Skills 

One of the burdens of leadership is to get good at engaging stakeholders well. 

In many cases the skills that get leaders to the top of their organizations are not 
sufficient to do the work at that level. The higher one goes in a company, not- 
for-profit, or government agency, the more success is measured in winning 
hearts and minds rather than in the mastery of some technical skill—from 
medicine, law, finance, education, engineering, and the like. It isn’t that their 
core disciplines don’t matter—they do. But they’re not enough. 

Rather, leaders need to be good at interpersonal verbal engagement—one-on-one 
and large group, in person and at a distance. There is a high correlation between 
leaders seeing part of their work as continually developing their communication 
skills and their overall success. 

Leaders need to invest in their communication skills. They need to master basic 





skills, to practice those skills, and to continually enhance their capacity to lead 
verbally. 

At a very basic level of tactical execution, being good at engaging well starts 
with understanding the physicality of audience engagement. The audience makes 
judgments based on nonverbal cues. A leader is judged based on, among other 
attributes, his or her bearing: how he or she carries himself or herself. First 
impressions matter, and the first impression is often visual. 

The most effective leaders take seriously the physicality of their performance: 
Standing or sitting in a posture that creates a stable platform. Gesturing fluidly. 
Making eye contact and locking in the audience’s attention. Using visuals to 
amplify the speaker’s points, and not the other way around. 

The fundamentals work. And from those physicality fundamentals a leader can 
build an effective presence to convey content well. 

8. Harness the Power of Language and of Framing 

Words are carriers of meaning well beyond the literal. Words trigger worldviews 
that determine what other meanings are possible. Metaphors—where a word 
stands in for something much broader than its literal meaning—are particularly 
powerful carriers of content, of emotional resonance. 

Ineffective leaders get the metaphor wrong, and inadvertently trigger a 
counterproductive response: either indifference or worse. But effective leaders 
use metaphor to shape the frame of reference in which their content is to be 
understood, in order to provoke powerful reactions in their followers. 

We’ve known for millenniums that metaphors work, but we’re only now 
beginning to understand why. 

Frames are mental structures that are triggered by language. When we trigger a 
frame, we trigger an entire worldview. Negating a frame triggers the very frame 
you negate. It causes people to think the very thing you want them not to think. 
Telling them not to doesn’t work. Leaders often fail to understand this, and are 
puzzled by the audience’s reaction. 

But effective framing is about more than avoiding triggering the negative frame. 
It also requires triggering a positive frame. And much framing involves 
metaphor. 

But too often leaders fall into the trap of believing that facts are persuasive. This 
is part of the Myth of Objectivism. Facts aren’t. Facts can be persuasive only to 
the degree that they fit some prior frame. The facts are open to interpretation 



based on context, and we need to control the context. If we speak only facts, the 
audience either will not pay attention to those facts or will provide their own 
context—their own frames—to make sense of the facts. 

Leaders often make one of three framing mistakes: 

1. They fail to frame at all, leaving the audience or critics to provide the 
frame, often to the leader’s disadvantage. 

2. They inadvertently trigger a negative frame, by either saying something 
counterproductive (“I wouldn’t mention Paris if I were you”) or denying 
something, thereby inadvertently triggering the very frame they were 
trying to avoid (“I’m not a crook!”). 

3. They lead with the facts, and provide the frame only afterward. But by 
then the audience has either already provided the missing frame or 
ignored the facts altogether. Framing has to come before the facts. Finally, 
understanding and explicitly acknowledging the concerns of the audience 
can help make them more receptive to our frames in the first place. 

9. Understand How the Human Brain Works 

Human connection is not merely a function of proximity. It’s a function also of 
biology. Taking audiences seriously requires leaders to understand what 
audiences are capable of, how humans actually work. And that requires 
understanding the human brain, where hearts and minds reside. 

Humans are not thinking machines. We’re feeling machines who also think. We 
feel first, and then we think. As a result, leaders need to meet emotion with 
emotion before they can move audiences with reason. 

Humans are wired to connect with each other. Mirror neurons allow people to 
actually experience sensory perception from afar. Humans are empathic. We feel 
with other people. Mirror neurons are a powerful connection mechanism, and 
effective leaders connect with audiences not merely intellectually and 
emotionally, but also physically. 

Mirror neurons also provide a biological explanation for why humans are social 
creatures. Identity drives behavior, because our first drive is to belong. So 
leaders need to connect by showing that they and their followers have something 
in common. 

Leaders too often assume that facts matter, that logic prevails, and that if only 
they let the facts speak for themselves stakeholders will understand and agree. 
But humans aren’t wired that way. They are emotional creatures before they’re 
rational creatures. There is a constant interplay between our Limbic System and 



our prefrontal cortex, between emotion and reason. 

The default to emotion is part of the human condition. The amygdala governs the 
fight-or-flight impulse, the triggering of powerful emotions, and the release of 
chemicals that put humans in a heightened state of arousal. There’s a 
superhighway from the amygdala to the prefrontal cortex, which governs 
reasoning, logic, facts, planning, and decision making. The amygdala can shut 
down reasoning. But there are only side roads and back channels from the 
prefrontal cortex to the amygdala. So it’s much harder for the prefrontal cortex 
to get emotions under control. While it’s possible to soft-wire more efficient 
connections through repetition, it’s easier for emotion to control reason than the 
other way around. 

The amygdala also plays important roles in what an audience can pay attention 
to and how. When people feel threatened, cognitive tunneling takes place, 
making it difficult to focus on anything beyond the threat. And as people become 
more and more upset, they become more and more primitive: They use the older, 
more emotional parts of their brains. 

Even when people aren’t immediately threatened, selective attention causes 
people under stress to ignore everything outside the scope of their immediate 
point of focus. When people are under stress, they have difficulty hearing, 
listening, and remembering. Primacy means they remember what they hear first. 
Recency means they remember what they hear last. And the Rule of Threes 
means they can’t remember more than three things. This places a premium on 
keeping things simple and repeating key points. 

There are five strategies for adapting to the amygdala when engaging audiences: 

1. Establish connection before saying anything substantive. 

2 . Take the Primacy Effect seriously: Frames have to precede facts. 

3 . Take the Recency Effect seriously: Repeat the frame at the end. 

4 . Make it easy to remember: Repeat. And repeat again. And again. 

5. Follow the Rule of Threes. 

Verbal engagement is not merely an auditory process, but also a visual one. 
When there’s an inconsistency between what the eyes see and what the ears hear, 
the eyes tend to prevail. So leaders need to align what they say with how the 
body portrays it. 

Closing Considerations 

In A.D. 386 a certain 32-year-old North African named Aurelius Augustinus was 



appointed Rhetor of Milan, which was then the provisional capital of the Roman 
Empire (while the emperor concerned himself with troubles on the Northern 
border). Aurelius’s job was to explain and advocate the emperor’s policies to all 
relevant stakeholders. In other words, he was the Roman equivalent of the 
President’s press secretary. And he was very good at his craft. 

But after some time in government service, the young man found religion, left 
Milan, and became a priest and later a bishop in the Catholic Church. What he 
encountered in the Church distressed him. It was insular, it was fragmented, and 
it didn’t do a very good job establishing a compelling identity, recruiting new 
adherents, and reinforcing a common culture. There was no unity of effort. And 
the preaching left much to be desired. As he began to gain influence within the 
Church, he set out to change it. And he succeeded. 

We know him today as St. Augustine. Although best known for his Confessions 
and City of God, his most influential work from our perspective is a book he 
worked on intermittently for decades, and published in A.D. 426. In On 
Christian Teaching Augustine outlined a plan for mobilizing the masses. 

He prescribed a campaign of what today we would call brand identity, based on 
powerful and universally recognizable visual imagery. The book included 
guidelines for inspiring preaching, derived from the Roman orator Cicero. 
Augustine urged clergy to use Ciceronian persuasion techniques, rhetorical 
flourishes, and dramatic storytelling to engage audiences. He emphasized the 
need for preachers to help people feel a connection to the Church, to establish a 
common culture. It worked. 

His prescription for preachers applies to leadership communication today. 
Quoting Cicero’s Orator, Augustine instructs: 

It has been said by a man of eloquence, and quite rightly, that the eloquent 
should speak in such a way as to instruct, delight, and move their listeners. 
He then added: “instructing is a matter of necessity, delighting a matter of 
charm, and moving them a matter of conquest.”- 

Not a bad frame of reference for modern leaders whose job includes winning 
hearts and minds. It’s a matter of conquest. 


A. Warfighting Principles for Leadership 

C ommunication 


From Warfighting 
In Chapter 1, “ Words Matter ” 

War is fundamentally an interactive social process. 

Effective communication is fundamentally 
an interactive social process. 



Clausewitz called it a Zweikampf (literally, a “two-struggle”) and 
suggested the image of a pair of wrestlers locked in a hold, each exerting 
force and counterforce to try to throw the other. 

War is thus a process of continuous mutual adaptation, of give and take, 
of move and countermove. 


Effective communication is thus a process of continuous mutual 
adaptation, of give and take, of move and countermove. 


Since war is a fluid phenomenon, its conduct requires flexibility of 
thought. Success depends in large part on the ability to adapt—to 
proactively shape changing events to our advantage as well as to react 
quickly to constantly changing conditions. 


Since communication is a fluid phenomenon, its conduct requires 
flexibility of thought. Success depends in large part on the ability 
to adapt—to proactively shape changing events to our advantage 
as well as to react quickly to constantly changing conditions. 


It is critical to keep in mind that the enemy is not an inanimate object to 
be acted upon but an independent and animate force with its own 
objectives and plans. 











It is critical to keep in mind that the audience is not an 
inanimate object to be acted upon but a collection of living, 
breathing human beings with their own goals, concerns, 
needs, priorities, attention spans, and levels of desire 

even to be in relationship with us. 



From Warfighting 
In Chapter 2. “ Taking Audiences Seriously ” 

It is essential that we understand the enemy on his own terms. We should 
not assume that every enemy thinks as we do, fights as we do, or has the 
same values or objectives. 


It is essential that we understand the audience on its own terms. 
We should not assume that every audience thinks as we do, 
decides as we do, or has the same values, goals, 

or concerns as we do. 


We must try to see ourselves through our enemy’s eyes in order to 
anticipate what he will try to do so that we can counteract him. 


We must try to see ourselves through our audience’s eyes in order 
to anticipate what the audience will do so that we may adapt our 

engagement to secure the desired outcome. 


Maneuver warfare attacks the enemy “system.” We should try to “get 
inside” the enemy’s thought processes and see the enemy as he sees 
himself so that we can set him up for defeat. 


Effective communication focuses on the audience’s worldview. 
We should try to “get inside” the audience’s thought processes 

and see the audience as it sees itself. 
















From Warfighting 


In Chapter 3. “ Words Aren’t Enough ” 

It is important to recognize that many political problems cannot be 
solved by military means. Some can, but rarely as anticipated. War tends 
to take its own course as it unfolds. 


It is important to recognize that many business problems 
cannot be solved by communication means. Some can, but rarely as 
anticipated. Communication tends to take its own 

course as it unfolds. 


We should base our decisions on awareness rather than on mechanical 
habit. Rather, we must act on a keen appreciation for the essential factors 
that make each situation unique instead of from a conditioned response. 

We must make our decisions in light of the enemy’s anticipated reactions 
and counteractions. 


We must make our decisions in light of the audience’s anticipated 

reactions and counteractions. 


We should recognize that war is not an inanimate instrument, but an 
animate force which may have unintended consequences that may 
change the political situation. 


We should recognize that communication is not an inanimate 
instrument, but an animate force which may have unintended 
consequences that may change the business situation. 



From Warfighting 


In Chapter 4. “ Speed. Focus, and the First Mover Advantage ” 













Speed is rapidity of action. It applies to both time and space. Speed over 
time is tempo—the consistent ability to operate quickly. Speed over 
distance, or space, is the ability to move rapidly. Both forms are genuine 
sources of combat power. In other words, speed is a weapon. 


Speed is rapidity of action. It applies to both time and space. 
Speed over time is tempo—the consistent ability to operate quickly. 
Speed over distance, or space, is the ability to move rapidly. 
Both forms are genuine sources of competitive advantage. 

In other words, speed is a weapon that provides 

competitive advantage. 


The offense contributes striking power. We normally associate offense 
with initiative: The most obvious way to seize and maintain the initiative 
is to strike first and keep striking. 


The offense contributes the first mover advantage. 
We normally associate offense with initiative: 
The most obvious way to seize and maintain the initiative is 
to communicate first and keep communicating. 


Also inherent [in maneuver warfare] is the need to focus our efforts in 
order to maximize effects. We must focus effects not only at the decisive 
location but also at the decisive moment. We achieve focus through 
cooperation toward the accomplishment of a common purpose. This 
applies to all elements of the force, and involves the coordination of 
ground combat, aviation, and combat support services. The combination 
of speed and focus adds “punch” or “shock” effect to our actions. It 
follows that we should strike with the greatest possible combination of 
speed and focus. 


Also inherent in effective communication is the need to focus 
our engagements in order to maximize effect. We achieve focus 
through consistency of message and tone, delivered in a timely way, 
across multiple spokespeople and multiple communication channels. 
The combination of speed and focus provides maximum impact. 
It follows that we should engage stakeholders with the greatest 

possible combination of speed and focus. 









From Warfighting 


In Chapter 5. “ Initiative. Maneuver, and Disproportionalitv ” 

Minor actions and random incidents can have disproportionately large— 
even decisive—effects. 


In communication, incremental changes or minor events can have 
a greater-than-incremental impact on outcomes. 


All actions in war, regardless of the level, are based upon either taking 
the initiative or reacting in response to the opponent. By taking the 
initiative, we dictate the terms of conflict and force the enemy to meet us 
on our own terms. The initiative allows us to pursue some positive aim 
even if only to preempt an enemy initiative. It is through the initiative 
that we seek to impose our will on the enemy. 


All communications are based upon either 
taking the initiative or reacting in response to the audience, 
adversaries, or the environment. By taking the initiative, 
we dictate the terms of discussion and the communication agenda. 
It is through the initiative that we seek to influence our audience. 


The Marine Corps concept for winning is a warfighting doctrine based on 
rapid, flexible, and opportunistic maneuver. The essence of maneuver is 
taking action to generate and exploit some kind of advantage over the 
enemy as a means for accomplishing our objectives as effectively as 
possible. 


Our concept of effective communication is 
based on rapid, flexible, and opportunistic maneuver. 
The essence of maneuver is taking action to generate 
and exploit some competitive advantage to influence audiences 
so as to accomplish our objectives as effectively as possible. 


The flux of war is a product of the continuous interaction between 
initiative and response. Actions in war more or less reflect the constant 











imperative to seize and maintain the initiative. The initiative is clearly the 
preferred form of action because only through the initiative can we 
ultimately impose our will on the enemy. 


Communication is a product of continuous interaction between 
initiative and response. Effective communication is more or 
less the constant imperative to seize and maintain the initiative. 
The initiative is clearly the preferred form of action because only 
through the initiative can we ultimately impose our will to 

influence our audience. 


The defense, on the other hand, contributes resisting power, the ability to 
preserve and protect ourselves. The defense generally has a negative aim: 
that of resisting the enemy’s will. 


The defense, on the other hand, contributes resisting power, 
the ability to preserve and protect ourselves. The defense generally 

has a negative aim: to avoid losing the 
trust and confidence of stakeholders. 


From Warfighting 

In Chapter 6. “ Goals. Strategies, and Tactics: Preparing and 
Planning ” 

To influence the action to our advantage, we must project our thoughts 
forward in time and space. We frequently do this through planning. 



To influence our stakeholders to our advantage, 
we must project our thoughts forward in space and time. 

We frequently do this through planning. 


[Planning] does not mean that we establish a detailed timetable of events. 
We have already concluded that war is inherently disorderly, and we 
cannot expect to dictate its terms with any sort of precision. Rather, we 
attempt to shape the general conditions of war.... Through shaping, 












commanaers gain me initiative, preserve momentum, ana control tne 
tempo of operations. 


Planning does not mean that we establish a 
detailed timetable of events. Rather, we attempt to shape 
the general conditions under which our communication 
will work.... Through shaping, leaders gain the initiative, 
preserve momentum, and control the communication agenda. 


We should try to shape events in a way that allows us several options so 
that by the time the moment for decisive operations arrives, we have not 
restricted ourselves to only one course of action. 

Planning plays as important a role in the preparation for war as it does in 
the conduct of war. 


Planning plays as important a role in 
the preparation for communication as it does 
in the implementation of communication. 


Strategy involves establishing goals, assigning forces, providing assets, 
and imposing conditions on the use of force in the theaters of war. 
Strategy derived from political and policy objectives must be clearly 
understood to be the sole authoritative basis for all operations. 


Strategy involves establishing goals, assigning resources, 
and imposing conditions on the scope of communication. 
Strategy derived from business or organizational objectives 
must be clearly understood to be the sole authoritative basis 

for all communication. 


Activities in war take place at several interrelated levels which form a 
hierarchy. These levels are the strategic, operational, and tactical. 


Activities in communication take place at several interrelated levels 
which form a hierarchy. These levels are the strategic, 

operational, and tactical. 


The highest level is the strategic level. Activities at the strategic level 











focus directly on policy objectives. We distinguish between national 
strategy, which coordinates and focuses all elements of national power to 
attain the policy objectives, and military strategy, which is the 
application of military force to secure the policy objectives. Military 
strategy thus is subordinate to national strategy. Military strategy can be 
thought of as the art of winning wars and securing peace. 


The highest level is the strategic level. 
Activities at the strategic level focus directly on 
achieving objectives. We distinguish between business 
or organizational strategy, which coordinates and focuses all 
elements of a company’s or organization’s resources to 
attain its objectives, and communication strategy, which is 
the application of stakeholder engagement to secure the 
business or organizational objectives. Communication strategy 
thus is subordinate to business or organizational strategy. 
Communication strategy can be thought of as the art 
of winning in the marketplace and securing trust and confidence. 


[The strategic level] focuses directly on achieving policy objectives: 
Winning wars. 


The strategic level focuses directly on achieving 
business objectives: Winning the marketplace. 


[The operational level is] the link between strategy and tactics. The 
science of winning campaigns. Deciding when, where, and under what 
conditions to engage an enemy. 


The operational level is the link between the strategic level and 
tactics. The science of winning campaigns. Deciding when, where, 
and under what conditions to engage an audience. 


[The tactical level] focuses on winning engagements. 


The tactical level focuses on engaging audiences. 


The first requirement is to establish what we want to accomplish, when, 
and how. Without a clearlv defined concent of intent, the necessarv unitv 











of effort is inconceivable. 


The first requirement is to establish what we want to accomplish, 
when, and how. Without a clearly defined concept of intent, 
the necessary unity of effort is inconceivable. 


From Warfighting 

In Chapter 7. “ Performance: The Physicality of Audience 
Engagement ” 

Training programs must reflect practical, challenging, and progressive 
goals beginning with individual and small-unit skills. 



Training programs must reflect practical, challenging, and 
progressive goals beginning with individual interpersonal 
communication skills and small-group dynamics. 


Marine Corps doctrine demands professional competence among its 
leaders. As military professionals charged with the defense of the nation, 
Marine leaders must be true experts in the conduct of war. 


One of the burdens of leadership is professional competence. 
As professionals charged with inspiring trust and confidence, 
leaders must be true experts in the persuasive art. 


The purpose of all training is to develop forces that can win in combat. 
Training is the key to combat effectiveness and therefore is the main 
effort of a peacetime military. However, training should not stop with the 
commencement of war; training must continue during war to adapt to the 
lessons of combat. 


The purpose of all communication training is to develop the 
capacity to build trust, inspire loyalty, and lead effectively. 
However, training should not stop when that trust and loyalty has 
been won; training must continue throughout a leader’s tenure 













in office, to adapt to changing circumstances and needs. 


Every Marine has an individual responsibility to study the profession of 
arms. A leader without either interest in or knowledge of the history and 
theory of warfare—the intellectual content of the military profession—is 
a leader in appearance only. Self-directed study in the art and science of 
war is at least equal in importance to maintaining physical condition and 
should receive at least equal time. 


Every executive has an individual responsibility to become effective 
in engaging others. A leader without either interest in or 
knowledge of the persuasive art is a leader in appearance only. 
Self-directed study in the art and science of stakeholder 
engagement is at least as important as other executive tasks, 
and should receive appropriate investment of time and effort. 


Basic individual skills are the essential foundation for combat 
effectiveness and must receive heavy emphasis. 


Basic individual communication skills are the foundation 
for effective leadership engagement, and should 

receive heavy emphasis. 


From Warfighting 

In Chapter 8. “ Content: Word Choice. Framing. and Meaning ” 

War is shaped by human nature and is subject to the complexities, 
inconsistencies, and peculiarities which characterize human behavior. 
Since war is an act of violence based on irreconcilable disagreement, it 
will invariably inflame and be shaped by human emotions. 



Effective communication is shaped by human nature and is subject 
to the complexities, inconsistencies, and particularities which 
characterize human behavior. Since communication is intended to 
change the way people think and feel and what they understand, 











know, and do, it will invariably be shaped by human emotions. 


From Warfighting 

In Chapter 9 . “ Audiences: Attention, Retention, and How Hearts and 
Minds Work ” 

Because war is a clash between opposing human wills, the human 
dimension is central to war. It is the human dimension which infuses war 
with its intangible moral factors. 



Because communication is about human connection, 
the human dimension is central to communicating. 
It is the human dimension that makes communication possible. 

Leaders need to know how humans actually work. 


From Warfighting 

In Chapter 10. “ Putting It All Together: Becoming a Habitually 
Strategic Communicator ” 

[Marines] must be individuals both of action and of intellect, skilled at 
“getting things done” while at the same time conversant in the military 
art. 



Leaders must be individuals both of action and of intellect, 
skilled at “getting things done ” while at the same time 
conversant in communication skills, in winning hearts and minds. 
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Praise for Winners Never Cheat 


“How timely! How needed it is for one of the finest human beings, industrial 
leaders, and philanthropists on the planet to compellingly drill down on timeless, 
universal values for business and life. This book edifies, inspires, and motivates 
all of us to model these common sensical lessons for our organizations, all our 
relationships, and especially our posterity—for what is common sense is 
obviously not common practice. 

Primary greatness is character and contribution. Secondary greatness is how 
most people define success—wealth, fame, position, etc. Few have both. Jon’s 
one of them.” 

—Dr. Stephen R. Covey, author, The 7 Habits of Highly Effective People and 

The 8th Habit: From Effectiveness to Greatness 

“In his creative gifts, in his business success, in his great philanthropy, in his 
human qualities, Jon Huntsman stands in a class all of his own.” 

—Richard Cheney, Vice President of the United States, on the occasion of the 
dedication of Huntsman Hall, The Wharton School, The University of 

Pennsylvania 

“Jon Huntsman has successfully navigated corporate America guided by a strong 
moral compass. In his book, Jon shares his depth of knowledge and outlines how 
to succeed in today’s competitive market place while taking the high ground.” 

—Senator Elizabeth Dole 

“Jon Huntsman’s new book ought to be mandatory reading for leaders—and 
those who aspire to be leaders—in every field. His secrets for success are no 
secrets at all, but invaluable lessons that he has reminded us, with his life and 
now with his words, are the pillars upon which we can build our lives, too.” 

—Senator Tom Daschle 

“Jon Huntsman’s book is about ethics, values, and his experiences. The practical 
way in which he shares those with the reader is amazing. This is a book with 
inspiration for a younger generation.” 

—Jeroen van der Veer, Chief Executive, Royal Dutch/Shell Group “ 

As I read Jon’s book, I thought my father had returned to tell me that you are 
either honest or vou are dishonest, that there is nothing in between. 2 + 2 = 4. 



never 3.999 or 4.001. Also, if you always say what you believe, you don’t need 
to have a good memory. If we could only live the principles Jon has followed, 
what a different world it would be—both in our business and personal 

relationships.” 

—Former U.S. Senator and Astronaut Jake Garn 

“Jon Huntsman has taken us back to the basics—the basic values that transcend 
all professions and cultures. He has provided real-life examples that are inspiring 
and show that ‘good guys’ really can finish first. And he shows us how you can 
learn from mistakes. It is a ‘must read’ for both young men and women just 
stepping onto the golden escalator to success and anyone seeking reassurance 
that how one lives every day really does matter.” 

—Marsha J. Evans, former President and CEO, American Red Cross 

“A refreshing and candid discussion on basic values that can guide you from the 
sandbox to the boardroom—told by a straight shooter.” 

—Chuck Prince, Chairman and CEO, Citigroup 

“Jon’s outlook on moral and ethical behavior in business should be inspirational 
to all who read this book. The lessons of fair play and holding true to personal 
moral values and ethics are time-honored principals which are all too often 
overlooked in today’s world. While this book is geared to those in business, I see 
it as worthwhile reading to anyone.” 

—Rick Majerus, former ESPN Basketball Analyst and legendary basketball 

coach, St. Louis University. 

“It is true that all business enterprises are profit oriented, but the avarice for 
wealth and the ardent desire to stay competitive tend to lure more and more 
corporate executives to resort to unscrupulous, unethical practices. Although 
they may achieve temporary successes, their lucrative lies and fraud will be their 
ultimate undoing, causing great losses to their shareholders. Jon’s book is a 
stentorian call for the corporate world to reassert accepted moral values and 
learn the responsibility of sharing gains with society, probably in line with the 
economic standard of the country.” 

—Jeffrey L.S. Koo, Chairman and CEO, Chinatrust Financial Holding Co. 

“Succinctly capturing what the world’s major beliefs all hold as an unassailable 
truth, that ethical behavior and giving more than you receive is the path to 
fulfillment and success in life, Winners Never Cheat deftly navigates these 



concepts with clarity and insight.” 

—Louis Columbus, Director of Business Development, Cincom Systems 

“This is easily the most courageous and personal business book since Bill 
George’s Authentic Leadership. If anyone has doubts about how one person can 
make a substantive difference in the world, this beautifully written book should 
dispel them immediately. I hope its message is embraced worldwide.” 

—Charles Decker, Author of Lessons from the Hive: The Buzz for Surviving 

and Thriving in an Ever-Changing Workplace 

“Jon Huntsman and I have this much in common: We were raised to work hard, 
play fair, keep your word, and give back to the community. I relate to what he is 
saying. Real winners never cheat.” 

—Karl Malone, Twice MVP of the NBA and Utah Jazz legend 

“In an age of corporate scandal and excess, Jon Huntsman reminds us of the 
enduring value of honesty and respect. He shows us that morality and 
compassion are essential ingredients to true success. Over the years, Jon’s 
extraordinary business achievements have been matched by a sense of charity 
that continues to touch countless lives. I am privileged to call him a friend.” 

—Mitt Romney, former Governor of Massachusetts 

“I can’t put down the book after reading the first page. These are values 
universally cherished, whether in the United States, in China, or elsewhere. A 
great and loving man emerges from the pages so vivid that he seems to talk to 
you face to face, like a family member. My life is richer and mind is broader 
after reading the book. I am very proud of my friendship with Jon Huntsman.” 

—Yafei He, Director General, Ministry of Foreign Affairs—China, Dept, of 

North American and Oceanic Affairs 

“Nothing could be more timely than this provocative book from one of 
America’s foremost business and civic leaders about the urgent need for greater 
ethics in our public and private lives. With wit and clarity, Jon Huntsman shares 
his guidelines for living a life of integrity and courage. It is a wonderful tonic for 
much of what ails us today. Winners Never Cheat is a valuable handbook for 
anyone wanting to succeed in business, or life.” 

—Andrea Mitchell, NBC News 

“Jon Huntsman is more than a phenomenally successful entrepreneur. He is a 



giant of a leader and a role model of integrity. In Winners Never Cheat: 
Everyday Values We Learned as Children (But May Have Forgotten), Mr. 
Huntsman establishes the inextricable link between following one’s inner moral 
compass and achieving lasting success. His book is filled with timeless wisdom, 
timely examples, and an inspiring life story. Jon is the quintessential nice guy 
who has finished first!” 

—Dr. Amy Gutmann, President, University of Pennsylvania 
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Foreword 


There is a good chance that you’ve never heard of Jon Huntsman. He shuns the 
spotlight, doesn’t like to talk about himself, and likes it even less when others 
talk about his good works. If you’ve ever used a plastic plate, bowl, dish, or 
Styrofoam take-out food container, you have Jon Huntsman to thank. His 
company was the first to develop these products, along with the first plastic egg 
carton, the original Big Mac container, and plastic fork and spoon. The small 
business he started with his brother in 1970 became the largest privately held 
chemical company in the world. 

Jon Huntsman’s true legacy, however, isn’t the multi-billion dollar company he 
built or how he revolutionized how we live with what he created, but his 
unwavering honor, integrity, and generosity in every aspect of his professional 
and personal life. In an era of high-priced lawyers and accountants always 
looking for the latest legal loophole or tactical advantage, Jon Huntsman has 
done business on a handshake. Deals valued in the hundreds-of-millions of 
dollars were negotiated and concluded, literally, with nothing more than both 
parties looking each other in the eye and shaking hands. That is Jon Huntsman’s 
reputation and legacy. 

To many people, this will be nothing more than a quaint anecdote or a nostalgic 
reminder of how life used to be. They argue that Jon Huntsman is a man made 
for a different and simpler time. I would argue that we are a people out of place. 
Jon is currently living the life that all of us want to live, but somehow too many 
people have convinced themselves that business and relationships just aren’t 
conducted this way anymore. 

They couldn’t be more wrong! 

I first met Jon Huntsman on a visit to Utah when a mutual friend arranged for us 
to have lunch together. I really didn’t know a lot about Jon Huntsman, but I 
knew he was a self-made man and a multi-billionaire. How could I turn down 
lunch with a multi-billionaire? When I was told we would be having lunch at a 
hospital cafeteria, I thought it wasn’t exactly the lifestyle of the rich and famous, 
but I soon came to realize that the cafeteria at the Huntsman Cancer Institute is 
not your typical cafeteria. 

Some of the best prime rib I have ever eaten was during that lunch. How could 
hospital food taste so good? I learned that prior to the opening of the Huntsman 



Cancer Institute, Jon Huntsman battled cancer. During his hospitalization and 
course of treatment, Jon and other cancer patients would be hungry at 3 o’clock 
in the morning or 9 o’clock at night, but the kitchen was closed, and when it was 
open, the food was bland. So when Jon opened up his cancer center, he decided 
to have “five-star” dining for everybody. The patients can order whatever they 
want, whenever they want it, because Jon doesn’t want them or their families 
worrying about being hungry or eating bland food while fighting cancer. They 
have other things to focus on. 

The Huntsman Cancer Institute is a marvelous and beautiful facility. As we 
walked through the buildings, I learned that its entire design is geared toward 
providing comfort, warmth, and compassion to the patients. The medical team 
and technology are unrivaled and unsurpassed. Halfway through our walk, Jon 
stopped and looked me in the eyes and said, “We’re going to cure cancer here 
and then I’m turning this into a Ritz Carlton.” I laughed and he replied, “I’m 
serious. We’re going to cure cancer here.” I believe him. 

I met several grateful patients and their families. Their feelings and praise for the 
Huntsman Cancer Institute were universal. One patient explained how his son 
had been diagnosed with an aggressive form of cancer and was scheduled to fly 
from Philadelphia to the Huntsman Cancer Institute for an initial evaluation and 
treatment. They arrived at the Philadelphia Airport only to be told that ah flights 
to Salt Lake City were cancelled due to a heavy snow storm. As this father 
relayed his story to me, he broke down in tears. He told me that every delay in 
obtaining treatment resulted in the spread of cancer in his son’s body. He 
telephoned the Huntsman Cancer Institute and advised them of the delay and his 
ongoing attempts to reschedule the flight. The father was told to continue with 
those efforts and that the medical team would get back to him. After a few 
moments, a heartbroken father received a call from the Huntsman Cancer 
Institute. He was told that Mr. Huntsman was sending his private jet to 
Philadelphia to pick up both him and his son to fly them directly to Salt Lake 
City. If Jon Huntsman had his way, this story would not be unique—it would be 
a regular occurrence. 

I could spend a day sharing with you ah that I learned in that short afternoon 
with Jon Huntsman, but it would take me a year to share with you all the things 
that I would like to learn from him. The way Jon conducts his business and lives 
his life will not only inspire you to be a better person, citizen, and entrepreneur, 
it also will give you hope that the good guys don’t finish last. 

As you read this book, I know you will feel as I did when I first read it. I hope 
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you n aiso reel compenea 10 snare u wim as many people as you can. 1 nave 
never in my life purchased any book by the case, except for this one. As I meet 
people who question if business can be done with honesty and integrity, I send 
them a copy of this book to remind them that the answer is “yes,” not only can it 
be done, it is being done. 

This isn’t a book limited to doing business. This isn’t a book about a company 
that introduced the world to plastic egg cartons, plastic plates, or plastic knives 
and forks—this is a book about the man behind it. This is a book about life, 
about principles, and how success is a by-product of living those principles. This 
is a book about how success and blessings will rush to you by doing good first. 
Just ask Jon Huntsman if you’ll be able to give away the money and blessings of 
success quickly enough. 

In today’s world where too many people try to grab and hoard as many dollars as 
they can, where politicians do anything to cling to power, where we mistakenly 
believe that business can no longer be done with a look in the eye and a 
handshake, it is time that we remember the values of honesty, integrity, and 
generosity. Like George Washington was in his time, Jon Huntsman is our 
time’s “indispensable man.” Look to Jon Huntsman, as he is still showing us the 
better way. 

Glenn Beck 

Glenn Beck talk show, CNN’s Headline News 



Introduction 
Good Times, Bad Times 


Circumstances may change but your 
values shouldn’t 

When I wrote the original edition of this book in the fall of 2004,1 had 
experienced four decades in the business world. My life had been enriched in 
every aspect. Like others before me, I discovered that “happiness is not the 
absence of conflict, but the ability to cope with it.” I had witnessed it all: the 
greed, the cheating, the lying, and the selfishness. And the triumphs, the 
miracles, the rages-to-riches, and the flim-flam folks. 

Or so I thought. It turned out I was wrong. There have been sequels galore on the 
downside (and a few on the up). As I write these lines in the fall of 2008, ethical 
corner-cutting has risen faster than the price of a gallon of gas. Even those tough, 
cold winters in rural Idaho were easier to swallow than some of today’s Wall 
Street trickery. Traditional values appear to be as in vogue as a subprime loan. 

The good times of 2004 to 2007—record markets, sizzling real estate, easy 
credit, relatively acceptable energy costs—conspired to make us morally flabby. 
It is easy to take the high road when the route is leading to better times. 
Generosity isn’t difficult when money flows. 

Historically, positive economic scenarios are followed by painful downturns. 

The result presents new temptations to bend rules, to hoard material possessions, 
and to dismiss decency as being so last year. Born of anger, fear, stress, and 
frustration, the temptation to cut a corner is strong and persuasive. For the honest 
of heart—life’s real winners—times like this are just another passing test. 

When reaping an abundant harvest, most of us keep our senses—the common 
variety and in relation to fair play. Yet, it is quite apparent, given the amount of 
irresponsibility, cheating, fraudulent behavior, and pure greed that has recently 
been exposed, that not everyone was playing by the rules. Indeed, the breadth 
and depth of abhorrent behavior from this minority were startling. From 
subprime loan scams to speculation on the oil markets to crises in the insurance 
and financial sectors to falsifying the financial conditions of companies, ethical 
abuses, and the scope of government bailouts have been jaw-dropping. 

Unfortunately, doing it the “right way” seldom cushions economic blows. Such 



letdowns can leave one contused and angry, but it is no time to panic, to lose 
track of our moral compass. On my mother’s tombstone in Fillmore, Utah, are 
etched Shakespeare’s immortal words: “Sweet are the uses of adversity.” 

Surefire winners understand this adage. Crises must and can be resolved in 
moral ways. In so doing, keep in mind two things: 

1. The situation hardly ever is as bad as it seems. It will pass. Better times are 
ahead. If nothing else, history tells us that. Americans inherently tend 
toward optimism. It is in our genes. The fact is, the past 20 years, overall, 
have been fairly good to us. 

2. Prosperous times are no guarantee we will adhere to a morally righteous 
path. Most people strongly adhere to a fixed code of ethics whether the 
economy is up or down, but some feel a sense of need for even more 
financial gain, regardless of the consequences. 

The subprime mortgage and energy price debacles were conceived in a bed of 
raw greed, from a dream of getting something for nothing. They were born with 
illusions of easy, riskless, endless money. The erosion of moral values is the 
natural progression of this mindset. Such obsessions require the redrawing of 
ethical boundaries. This sort of greed destroys the financial and emotional 
underpinnings of others. For some, the idea of finding a morally acceptable 
alternative is placed on “call waiting” until the nefarious goal is reached. 

When ethical boundaries are redrawn or removed, the addiction to wealth 
becomes all-consuming. When expediency trumps propriety, it results in an 
escalating toboggan ride down a mountainside, a descent impossible to stop until 
the sled crashes from excessive speed and lack of direction. The late ‘90s dot¬ 
com burst was evidence enough. Perhaps the hedge funds of today will be the 
next exhibit. 

This scenario results from a flawed rationale. The “objective” or “goal” is an 
illusion because it is based on an ethically bankrupt premise from which nothing 
positive can be achieved. The goal can never be reached. There will never be 
“enough” money; there will never be “enough” power. Thus, the “success” some 
envision will never be attained. A crash nearly always follows a dizzying display 
of “success” that is not solidly based in economic and ethical fundamentals. You 
can be sure the Piper will demand payment. 

If everything were fair in life, perpetrators of economic meltdowns would be the 
only ones who suffered for their impropriety. But life isn’t fair, and the fallout 
too often envelops good people who played by the rules, who tmsted institutions, 
who are left to survive the rocky times brought on by others. The innocent are 



made to suffer for the sins of the reckless, the greedy, the cheats, the fast- 
buckers, the indecent, and the liars. With tough times comes another kind of 
temptation: the perceived necessity to cut corners, to cling to what you have, to 
rationalize that traditional values can be jettisoned if the ship is sinking. During 
this period, one can easily fall into the trap described by William Wrigley, Jr.: 

“A man’s doubts and fears are his worst enemy.” 

The confusion, frustration, stress, and fears that come with financial dilemmas 
can make even the most ethical of individuals vulnerable to bad choices. 
Nevertheless, reminding ourselves of the moral path and disciplining ourselves 
to follow it can sustain us in such trying moments. If there is a silver lining to 
bad times, it is this: When facing severe challenges, your mind normally is at its 
sharpest. Humans seldom have created anything of lasting value unless they 
were tired or hurting. 

❖ 

A discussion involving ethics can be easily misunderstood by some minds. In 
reality, it is quite simple. The adherence to an ethical code is best defined as how 
one honors a bad situation or a bad deal. Heaven knows it is easy enough to 
honor a good deal, or to take advantage of an event or circumstance that is 
rewarding and beneficial to all sides. 

My company, Huntsman Corp., has completed a court trial in Delaware, as I 
write this. The entire case centered around the other party trying to break a 
contract with us. Economic conditions changed somewhat between entering the 
contract a year ago and when it was to be executed, and the other company’s 
prospects of going forward are far bleaker than when they signed the deal. 

One of the lawyers for the company that signed the “iron-clad” contract with us 
but tried to back out made an interesting statement to the judge. “This is a very 
tight contract,” she told the judge. 

“Therefore, we must look for any loopholes possible to try and extricate my 
client from honoring the contract.” The judge didn’t buy it and required the 
company to keep its word. 

Unfortunately, this sort of behavior happens on too many occasions. With crafty 
lawyers, it sometimes works. Most of the time, however, iron-clad contracts 
simply are what they were intended to be from the start: maintaining a binding 
agreement between two parties. And how one honors situations when things turn 
sour or when a deal ends up being more costly than originally thought is how 
one defines his or her personal values. 



In survey after survey, Americans of all stripes—Republicans, Democrats, 
Baptists, Jews, Unitarians, liberals, conservatives, the rich, and the poor— 
indicate they are worried about values. I certainly am. Some shout their angst for 
all to hear; others express their concerns quietly. Civilization has basic standards 
for proper and right-thinking action. That was the theme of Winners Never 
Cheat: Everyday Values We Learned as Children (But May Have Forgotten) 
when it was first published, and it remains so with this updated version. 

I don’t have to paint detailed landscapes. Each reader is able to point to his or 
her own painful experiences starting in 2007. The scenario is neither mysterious 
nor coincidental: Unbridled greed often prompted unethical, reckless behavior 
that temporarily turned on the money spigot and fueled the hysteria for many. 
The shock, anger, and heartbreak took place in Act II. 

❖ 

The twin tragedy is that generosity becomes expendable in times of contraction. 
The basic urge to share, instilled in us from youth, is dulled by the self-centered 
instinct to survive. Is anyone surprised that charitable donations decreased in the 
second half of 2007 and have tanked in 2008? Are we surprised that civility and 
decency have taken back seats when we are in survival mode? Yet, tolerance and 
charity also are pillars of ethical behavior. In good times and in bad, our values 
insist we act graciously and generously. 

Most of us care about one another. Human beings have considerably more in 
common with one another than they do differences. One’s religion, political 
persuasion, family, financial and social status, or vocation does not hamper the 
common thread of personal decency running through most of humankind. In 
spite of America’s fervent embrace of self-reliance, the vast majority of us 
believe in taking care of one another. Albert Schweitzer said it well: “You don’t 
live in a world all your own. Your brothers are here, too.” 

An ethical code of conduct is a nondenominational religion to which all but 
hardcore sociopaths can subscribe. Ethical responsibility is the gold standard for 
determining civilized, decent courses of action. Without established and 
commonly accept values, the earth turns into a global food fight. 

It is important for societies to settle on a set of values common to most and 
generally applicable to most every instance. There cannot be separate sets of 
ethics for home, for work, for church, and for play. Ethics belong in the home 
and the boardroom. And although it may seem that playing fields have changed 
because of unusual pressures or that rules have become malleable to 
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Because of recent events, I saw a need to write an updated version of this book 
—not that what I said the first time is no longer in play. On the contrary—it 
remains as relevant today as it did when I originally wrote it, as unchanged as 
when I first learned ethical principles six decades ago. It will hold true 60 
decades from now, as well. 

This version of Winners Never Cheat is presented as a warning that in the 
darkest of times, temptation will be most alluring. These are times for a mid¬ 
course pep talk, a reminder to stay the course, to run the good race, to fight the 
good fight, to follow the rules we learned long ago. They will see us through 
hardships and help us make ourselves and the world better off. 

Periodic reviews of one’s ethical stances are healthy. Times change, situations 
change, lives change, technology changes. Situations may be altered; basic 
values must not. 

The simplest rules of good behavior injected into us as children, like vaccines, 
become the prompts for ethical behavior as adults. 

Tough times must not be allowed to vanquish us. We are equipped with the 
values that have accompanied us since our earliest years. That preparation 
provides us with the strength to weather storms. 

Sail on... 


If the game runs sometimes against 

US AT HOME, WE MUST HAVE PATIENCE 
TILL LUCK TURNS, AND THEN WE SHALL 
HAVE AN OPPORTUNITY OF WINNING 
BACK THE PRINCIPLES WE HAVE LOST, 
FOR THIS IS A GAME WHERE PRINCIPLES 
ARE AT STAKE. 

— Thomas Jefferson 

Commerce without morality. 

— The fourth of 
Gandhi’s seven sins 




Chapter One 

Lessons From the Sandbox 


Everything we need for today’s marketplace we 
learned as kids. 

Growing up poor in rural Idaho, I was taught to play by the rules. Be tough, be 
competitive, give the game all you have—but do it fairly. They were simple 
values that formed a basis for how families, neighborhoods, and communities 
behaved. My two brothers and I had something in common with the kids on the 
upscale side of the tracks: a value system learned in homes, sandboxes, 
playgrounds, classrooms, Sunday schools, and athletic fields. 

Those values did not lose their legitimacy when I became a player in the 
business world. Yet they are missing in segments of today’s marketplace. Wall 
Street overdoses on greed. Corporate lawyers make fortunes by manipulating 
contracts and finding ways out of signed deals. Many CEOs enjoy princely 
lifestyles even as stakeholders lose their jobs, pensions, benefits, investments, 
and trust in the American way. 

Cooked ledgers, irresponsibility, look-the-other-way auditors, kickbacks, and 
flimflams of every sort have burrowed into today’s corporate climate. Many 
outside corporate directors bask in perks and fees, concerned only in keeping 
Wall Street happy and their fees intact. 

In the past 20 years, investor greed has become obsessive and a force with which 
CEOs must deal. Public companies are pushed for higher and higher quarterly 
performances lest shareholders rebel. Less-than-honest financial reports are 
tempting when the market penalizes flat performances and candid accounting. 
Wall Street consistently signals that it is comfortable with the lucrative lie. 


Less-than-honest financial reports are tempting when the market penalizes flat 
performances and candid accounting. 


Although I focus much of my advice on business-oriented activities, the world I 
know best, these principles are equally applicable to professionals of all stripes 
and at all levels, not to mention parents, students, and people of goodwill 
everywhere. 





in tne ZUU4 u.^. presidential election, morality issues influenced more votes 
than any other factor, but a Zogby International poll revealed that the single 
biggest moral issue in voters’ minds was not abortion or same-sex marriage. 
Greed and materialism far and away was cited as the most urgent moral problem 
facing America today. (A close second was poverty/economic justice.) 

In nearly a half century of engaging in some sort of business enterprise, I have 
seen it all. I continue to ask myself, perhaps naively so, why lying, cheating, 
misrepresentation, and weaseling on deals have ingrained themselves so deeply 
in society? Could it be that material success is now viewed to be more virtuous 
than how one obtains that success? One might even be tempted to believe that 
the near-sacred American Dream is unobtainable without resorting to moral 
mischief and malfeasance. To that I say, “Nonsense.” Cutting ethical corners is 
the antithesis of the American Dream. Each dreamer is provided with an 
opportunity to participate on a playing field made level by honor, hard work, and 
integrity. 

In spite of its selectivity and flaws, the American Dream remains a uniquely 
powerful and defining force. The allure stands strong and self-renewing, but 
never as feverish as in pursuit of material gain. Achieving your dream requires 
sweat, courage, commitment, talent, integrity, vision, faith, and a few breaks. 

The ability to start a business from scratch, the opportunity to lead that company 
to greatness, the entrepreneurial freedom to bet the farm on a roll of the 
marketplace dice, the chance to rise from clerk to CEO are the feedstock of 
America’s economic greatness. 

The dot-com boom of the 1990s, although ultimately falling victim to 
hyperventilation, is proof that classrooms, garages, and basement workshops, 
crammed with doodlings and daydreams, are the petri dishes of the 
entrepreneurial dream. In many ways, it has never been easier to make money— 
or to ignore traditional moral values in doing so. 


In many ways, it has never been easier to make money—or to ignore traditional 
moral values in doing so. 


Throughout this nation’s history, a spontaneous and unfettered marketplace has 
produced thundering examples of virtue and vice—not surprising in that very 
human heroes and villains populate the business landscape. Yet, a new void in 
values has produced a level of deception, betrayal, and indecency so brazen as to 
be breathtaking. 





Many of today’s executives and employees—I would like to think the majority 
—are not engaged in improper behavior. Most of the people I have dealt with in 
four decades of globetrotting are men and women of integrity and decency, 
dedicated individuals who look askance at the shady conduct of the minority. 

I have known enough business executives, though, who, through greed, 
arrogance, an unhealthy devotion to Wall Street, or a perverted interpretation of 
capitalism, have chosen the dark side. Their numbers seem to be growing. 


The rationale that everyone fudges, or that you have to cheat to stay competitive, 
is a powerful lure, to be sure. The path to perdition is enticing, slippery, and all 
downhill. 


The rationale that everyone fudges, or that you have to cheat to stay competitive, 
is a powerful lure, to be sure. 

The path to perdition is enticing, slippery, and all downhill. Moral bankruptcy is 
the inevitable conclusion. 

What’s needed is a booster shot of commonly held moral principles from the 
playgrounds of our youth. We all know the drills: Be fair, don’t cheat, play hard 
but decently, share and share alike, tell the truth, keep your word. Although 
these childhood prescriptions may appear to have been forgotten or lost in the 
fog of competition, I believe it is more a matter of values being expediently 
ignored. Whatever the case, it’s time to get into ethical shape with a full-scale 
behavioral workout program. 

Financial ends never justify unethical means. Success comes to those who 
possess skill, courage, integrity, decency, commitment, and generosity. Men and 
women who maintain their universally shared values tend to achieve their goals, 
know happiness in home and work, and find greater purpose in their lives than 
simply accumulating wealth. Nice guys really can—and do—finish first in life. 


Nice guys really can and do finish first in life. 


I worked as White House staff secretary and a special assistant to the president 
during the first term of the Nixon administration. I was the funnel through which 
passed documents going to and from the president’s desk. I also was part of H. 







R. Haldeman’s “super staff.” As a member of that team, Haldeman expected me 
to be unquestioning. It annoyed him that I was not. He proffered blind loyalty to 
Nixon and demanded the same from his staff. I saw how power was abused, and 
I didn’t buy in. One never has to. 

I was asked by Haldeman on one occasion to do something “to help” the 
president. We were there to serve the president, after all. It seems a certain self- 
righteous congresswoman was questioning one of Nixon’s nominations to head 
an agency. There were reports that the nominee had employed undocumented 
workers in her California business. 

Haldeman asked me to check out a factory previously owned by this 
congressman to see whether the report was true. The facility happened to be 
located close to my own manufacturing plant in Fullerton, California. Haldeman 
wanted me to place some of our Latino employees on an under-cover operation 
at the plant in question. If there had been employment of undocumented 
immigrants, the information would be used, of course, to embarrass the political 
adversary. 

An amoral atmosphere had penetrated the White House. Meetings with 
Haldeman were little more than desperate attempts by underlings to be noticed. 
We were all under the gun to produce solutions. Too many were willing to do 
just about anything for Haldeman’s nod of approval. That was the pressure that 
had me picking up the phone to call my plant manager. 

There are times when we react too quickly to catch the rightness and wrongness 
of something immediately. We don’t think it through. This was one of those 
times. It took about 15 minutes for my inner moral compass to make itself 
noticed and to swing me to the point that I recognized this wasn’t the right thing 
to do. Values that had accompanied me since childhood kicked in. 

Halfway through my conversation, I paused. “Wait a minute, Jim,” I said 
deliberately to the general manager of Huntsman Container, “Let’s not do this. I 
don’t want to play this game. Forget I called.” 

I instinctively knew it was wrong, but it took a few minutes for the notion to 
percolate. I informed Haldeman that I would not have my employees spy or do 
anything like it. To the second most powerful man in America, I was saying no. 
He didn’t appreciate responses like that. He viewed them as signs of disloyalty. I 
might as well have been saying farewell. 

So be it, and I did leave within six months of that incident. My streaks of 
independence, it turned out, were an exercise in good judgment. I was about the 



only West Wing staff member not eventually hauled before the congressional 
Watergate committee or a grand jury. 

❖ 

Gray is not a substitute for black and white. You don’t bump into people without 
saying you’re sorry. When you shake hands, it’s supposed to mean something. If 
someone is in trouble, you reach out. 

Values aren’t to be conveniently molded to fit particular situations. They are 
indelibly etched in our very beings as natural impulses that never go stale or find 
themselves out of style. 

Some will scoff that this view is an oversimplification in a complex, competitive 
world. It indeed is simple, but that’s the point! It’s little more than what we 
learned as kids, what we accepted as correct behavior before today’s pressures 
tempted us to jettison those values in favor of getting ahead or enhancing 
personal or corporate financial bottom lines. 

Although the values of our youth, at least to some degree, usually are faith- 
based, they also are encompassed in natural law. Nearly everyone on the planet, 
for instance, shares the concept of basic human goodness. 

Human beings inherently prize honesty over deceit, even in the remotest corners 
of the globe. In the extreme northeast of India, for example, there lies the semi¬ 
primitive state of Arunachal Pradesh. Few of us even know it exists. Indeed, this 
area is nearly forgotten by New Delhi. More than 100 tribes have their own 
cultures, languages, and animistic religions. Yet, they share several 
characteristics, including making honesty an absolute value. 

How ironic, not to mention shameful, that the most educated and industrialized 
nations seem to have the most troublesome time with universal values of 
integrity, while semi-primitive groups do not. 

Michael Josephson, who heads the Josephson Institute of Ethics in Marina del 
Rey, California, says one only has to view popular shows such as The 
Apprentice and Survivor to get the notion that life’s winners are those who 
deceive others without getting caught. Nobody seems offended by that. It’s not 
so much that temptations are any greater today, Josephson notes, it’s that our 
defenses have weakened. 

Be that as it may, I maintain that each of us knows when basic moral rules are 
bent or broken. We even are aware when we are approaching an ethical 
boundary. Whatever the expedient rationale or instant gratification that 
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were taught better. 

It is this traditional set of behavioral values that will lead us not into temptation 
but to long-term success. Forget about who finishes first and who finishes last. 
Decent, honorable people finish races—and their lives—in grand style and with 
respect. 


Forget about who finishes first and who finishes last. Decent, honorable people 
finish races—and their lives—in grand style and with respect. 


The 20th-century explorer Ernest Shackleton, whose legendary, heroic exploits 
in Antarctica inspired half a dozen books, looked at life as a game to be played 
fairly and with honor: 

Life to me is the greatest of all games. The danger lies in treating it 
as a trivial game, a game to be taken lightly, and a game in which the 
rules don T matter much. The rules matter a great deal. The game has 
to be played fairly or it is no game at all. And even to win the game is 
not the chief end. The chief end is to win it honorably and splendidly. 

❖ 

The principles we learned as children were simple and fair. They remain simple 
and fair. With moral compasses programmed in the sandboxes of long ago, we 
can navigate career courses with values that guarantee successful lives, a path 
that is good for one’s mental and moral well-being, not to mention long-term 
material success, if we but check those compasses on a regular basis. 


When young men or women are 

BEGINNING LIFE, THE MOST IMPORTANT 
PERIOD, IT IS OFTEN SAID, IS THAT IN 
WHICH THEIR HABITS ARE FORMED. 

That is a very important period. 
But the period in which the ideals 

OF THE YOUNG ARE FORMED AND ADOPTED 
IS MORE IMPORTANT STILL. FOR THE 
IDEAL WITH WHICH YOU GO FORWARD TO 
MEASURE THINGS DETERMINES THE 
NATURE, SO FAR AS YOU ARE CONCERNED, 
OF EVERYTHING YOU MEET. 

— Henry Ward Beecher 






It is not our affluence, or our 

PLUMBING, OR OUR CLOGGED FREEWAYS 
THAT GRIP THE IMAGINATION OF OTHERS. 

Rather, it is the values upon which 

OUR SYSTEM IS BUILT. 

— Sen. J. William Fulbright 



Chapter Two 

Check Your Moral Compass 


We know darn well what is 
right and wrong. 

No one is raised in a moral vacuum. Every mentally balanced human recognizes 
basic right from wrong. Whether a person is brought up as Christian, Jew, 
Buddhist, Muslim, Hindu, Unitarian, New Age, a free thinker, or an atheist, he 
or she is taught from toddler on that you shouldn’t lie, steal, cheat, or be 
deliberately rude, and that there are consequences for doing so. 

There is no such thing as a moral agnostic. An amoral person is a moral person 
who temporarily—and often quite creatively—disconnects from his or her 
values. Each of us possesses a moral GPS, a compass or conscience, if you will, 
programmed by parents, teachers, coaches, clergy, grandparents, uncles and 
aunts, scout-masters, friends, and peers. It came with the package, and it 
continues to differentiate between proper and improper courses until the day we 
expire. 


There is no such thing as a moral agnostic. An amoral person is a moral person 
who temporarily and creatively disconnects his actions from his values. 


When I was 10 years old, there resided several blocks from our home Edwards 
Market, one of those old houses with the grocery store in the front and the 
proprietors’ residence in the back. It was only 200 or 300 square feet in size, but 
at my age the place looked like a supermarket. At the time, I was making about 
50 cents a day selling and delivering the local newspaper. 

I entered the store while on my route one day, and no one seemed to be around. 
Ice cream sandwiches had just come on the market. It was hot, and I wanted to 
try one. I reached inside the small freezer and grabbed an ice cream bar. I 
slipped the wrapped sandwich into my pocket. Moments later, Mrs. Edwards 
appeared, asking if she could help me. 

“No, thanks,” I answered politely and headed for the door. Just before it 
slammed shut, I heard her say, “Jon, are you going to pay for that ice cream 
sandwich?” Embarrassed, I turned around and sheepishly walked back to the 





freezer where my slightly shaking hand returned the ice cream sandwich to its 
rightful place. Mrs. Edwards never said another word. 

It was a necessary lesson for a young, adventuresome boy, one that I have not 
forgotten 60 years later. It wasn’t at the moment of being exposed that I 
suddenly realized I had done something wrong. I knew it the second I slipped 
my hand into the freezer, just as I would know today if I pulled a similar, but 
more sophisticated, stunt in a business transaction. Each of us is taught it is 
wrong to take that which doesn’t belong to us. 

Certain types of behavior encourage a disconnect with our inner compass or 
conscience: Rationalizing dims caution lights, arrogance blurs boundaries, 
desperation overrides good sense. Whatever the blinders may be, the right-wrong 
indicator light continues to flash all the same. We might not ask, but the compass 
tells. 

Some point out that today’s society tolerates too much questionable activity, 
making it difficult for the younger generation to get a consistent fix on right and 
wrong. Little wonder, goes this line of thought, that when the newest batch of 
apprentices bolt from their classrooms, their values are open to negotiation. 


Whatever the blinders may be, the right-wrong indicator light continues to flash 
all the same. We might not ask, but the compass tells. 


I am aware of polls showing that the older generation views the younger 
generations as less grounded in ethics, but I am not totally buying that line of 
thought. Society certainly is more permissive than when I was a child, but does 
anyone today truly condone stealing? Some modern teens may dismiss it, but 
does any student not consider cheating intrinsically wrong, no matter how many 
of their friends do it? Does society accept cooking corporate books, 
embezzlement, fraud, or outlandish perks for corporate executives? The answers, 
of course, are no. 

Basic misbehavior is considered as wrong today as it was 100 years ago, 
although I grant that today’s atmosphere produces more creative and 
sophisticated rationalizations for such mischief. This is why heeding the advice 
of George Washington, a man renowned for his integrity, is worthwhile: “Labor 
to keep alive in your breast that little spark of celestial fire called conscience.” 

Humans are the only earthly species that experience guilt. We never see our pet 
dogs, cats, or canaries acting chagrined for eating too much food or forgetting 
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unique for their ability to recognize righteous paths from indecent ones. And 
when we choose the wrong route, we squirm—at least inwardly. 

The needle of individual compasses points true. Conceptually, ethical routes are 
self-evident to reasonable persons. 

❖ 

We are not always required by law to do what is right and proper. Decency and 
generosity, for instance, carry no legal mandate. Pure ethics are optional. 

Laws define courses to which we must legally adhere or avoid. Ethics are 
standards of conduct that we ought to follow. There is some overlap of the two, 
but virtuous behavior usually is left to individual discretion. All the professional 
training in the world does not guarantee moral leadership. Unlike laws, virtue 
cannot be politically mandated, let alone enforced by bureaucrats, but that 
doesn’t stop them from trying. Congress considered the corporate world today so 
challenged when it comes to ethics that it enacted the Sarbanes-Oxley Act in an 
attempt to regain credibility for the marketplace. Ultimately, though, respect, 
civility, and integrity will return only upon the individual-by-individual return of 
values. 


We are not always required by law to do what is right and proper. Decency and 
generosity, for instance, carry no legal mandate. Pure ethics are optional. 


Ethical behavior is to business competition what sportsmanship is to athletic 
contests. We were taught to play by the rules, to be fair, and to show 
sportsmanship. The rulebook didn’t always state specifically that shortcuts were 
prohibited. It went without saying that every competitor ran around the oval 
track and didn’t cut across the infield. 

My grandsons have a special club called The Great, Great Guys Club (The G 3 
Club). Members have to be at least six years old to attend meetings. It is not 
permissible to fall asleep, wet your pants, or crawl under the table, among other 
prohibitions. They set their own rules. Amazingly, the club is quite orderly. 
Because parents aren’t present, it is interesting to observe the standards they 
establish by themselves. Here are a couple of examples (with Grandpa’s literary 
padding): 

■ Do what you’re supposed to when you are told to do it. 

■ Kindness and honesty determine heart and character. 





■ Never tell lies. 

■ Cover your mouth when you cough or sneeze. 

Kids usually know proper behavior, even if they don’t always show it. Their 
moral compasses, although still developing, are in working order. They are too 
young to know they can trade in their conscience for a higher credit rating at 
Moody’s. They instinctively know a conscience at ease is a best friend. They 
have never heard of Sophocles, but they understand his message: “There is no 
witness so terrible or no accuser so powerful as the conscience.” 

Ever notice how little guile youngsters exhibit? How honest they are with 
observations? How well they play with others? How smoothly they compete 
when adults aren’t present? Sure, there always were—and still are—periodic 
squabbles, teasing, and selfishness, but kids generally work it out without a 300- 
page rulebook or a court of law. Sandlot games are played without referees or 
umpires, clocks, or defined boundary lines. Vague though those lines may be, 
sides come to an agreement when someone stepped out-of-bounds. When kids 
occasionally are thoughtless, it is more a case of spontaneous reaction rather 
than calculated meanness. 

As a rule, playground protocol requires we offer a hand up to flattened 
opponents, share toys, call out liars and cheaters, play games fairly, and utter 
expressions of gratitude and praise— please, thanks, nice shot, cool —without 
prompt. To paraphrase Socrates, clear consciences prompt harmony. 

At times, certain students in my tenth-grade biology class would write answers 
to a forthcoming quiz on the palms of their hands or cuffs of their shirts. Not 
many tried this because everyone knew cheating was wrong. In addition to the 
fear of being caught, most students also longed for respect as much as good 
grades. Once someone saw you cheating, you were never elected to student 
offices or respected on the sports field. Maybe that was simply part of the 
innocence of the 1950s, but 21st century students still know cheating is wrong, 
even though they may show more indifference toward this transgression than 
past generations. 

People often offer as an excuse for lying, cheating, and fraud that they were 
pressured into it by high expectations or that “everyone does it.” Some will 
claim that it is the only way they can keep up. Those excuses sound better than 
the real reasons they choose the improper course: arrogance, power trips, greed, 
and lack of backbone, all of which are equal-opportunity afflictions. One’s 
economic status, sphere of influence, religious upbringing, or political 
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There is contained in every rationale and every excuse, bogus as each ultimately 
ends up being, an awareness of impropriety. Succeeding or getting to the top at 
all costs by definition is an immoral goal. The ingredients for long-term success 
—courage, vision, follow-through, risk, opportunity, sweat, sacrifice, skill, 
discipline, honesty, graciousness, generosity—never vary. And we all know this. 


Succeeding or getting to the top at all costs by definition is an immoral goal. 


However, in the winner-take-all atmosphere of today’s marketplace, shortcuts to 
success, at least initially, are alluring, and lying often can be lucrative. That said, 
scammers, cheaters, performance-enhancing drug users, shell-and-pea artists, 
and the like historically have never prevailed for long. And when their fall does 
come, it is fast, painful, embarrassing, and lasting. 

Whether exaggerating resumes or revenues, plagiarizing or profiteering, 
philandering or fibbing, people nearly always attempt to justify their unethical 
conduct when the transgression is discovered. Enron officials rationalized from 
the beginning, and the same with Tyco brass, but the improper path is never a 
requisite for success. 

Values provide us with ethical water wings whose deployment is as critical in 
today’s wave-tossed corporate boardrooms as they were in yesterday’s 
classrooms. 


Because just as good morals 

IF THEY ARE TO BE MAINTAINED, HAVE 
NEED OF THE LAWS, SO THE LAWS, IF 
THEY ARE TO BE OBSERVED, HAVE NEED 
OF GOOD MORALS. 

— Machiavelli 

The secret of life is honesty and 

FAIR DEALING. IF YOU CAN FAKE THAT, 
YOU’VE GOT IT MADE. 

—GROUCHO MARX 

Americanism means the virtues of 

COURAGE, HONOR, JUSTICE, TRUTH, 
SINCERITY, AND HARDIHOOD—THE 






VIRTUES THAT MADE AMERICA. THE 
THINGS THAT WILL DESTROY AMERICA 
ARE PROSPERITY-AT-ANY-PRICE... 
THE LOVE OF SOFT LIVING AND THE 
GET-RICH-QUICK THEORY OF LIFE. 

— Theodore roosevelt 



Chapter Three 
Play By the Rules 


Compete fiercely and fairly—but no cutting in line. 

Which rules we honor and which we ignore determine personal character, and it 
is character that determines how closely we will allow our value system to affect 
our lives. 

Early on, infused with moral purpose by those who influenced us, we learned 
what counted and what did not. The Golden Rule, proper table manners, 
respecting others, good sportsmanship, telling the truth, not to mention those 
often-verbalized codes of schools, clubs, and churches—no cutting in line, eat 
everything on your plate, respect, helping those in need, and sharing—became 
the foundation of our character. 

Character is most determined by integrity and courage. Your reputation is how 
others perceive you. Character is how you act when no one is watching. 

These traits, or lack thereof, are the foundation of life’s moral decisions. Once 
dishonesty is introduced, distrust becomes the hallmark of future dealings or 
associations. The eighteenth-century Scottish philosopher Francis Hutcheson had 
this figured out: “Without staunch adherence to truth-telling, all confidence in 
communication would be lost.” 


The negotiations, however, must be fair and honest. That way, you never have to 
remember what you said the previous day. 


Businesspeople do not place their integrity in jeopardy by driving hard bargains, 
negotiating intensely, or fiercely seeking every legitimate advantage. The 
negotiations, however, must be fair and honest. That way, you never have to 
remember what you said the previous day. 

I bargain simply as a matter of principle, whether it is a $1 purchase or a $1 
billion acquisition. Negotiating excites me, but gaining an edge must never come 
at the expense of misrepresentation or bribery. In addition to being morally 
wrong, this version of cheating takes the fun out of cutting a deal. 

Bribes and scams may produce temporary advantages, but the practice carries an 
enormous price tag. It cheapens the way business is done, temporarily enriches a 





few corrupt individuals, and makes a mockery of the rules of play. 

In the 1980s, Huntsman Chemical opened a plant in Thailand. Mitsubishi was a 
partner in this joint venture, which we called HMT. With about $30 million 
invested, HMT announced the construction of a second site. I had a working 
relationship with the country’s minister of finance, who never missed an 
opportunity to suggest it could be closer. 

I went to his home for dinner one evening where he showed me 19 new 
Cadillacs parked in his garage, which he described as “gifts” from foreign 
companies. I explained the Huntsman company didn’t engage in that sort of 
thing, a fact he smilingly acknowledged. 

Several months later, I received a call from the Mitsubishi executive in Tokyo 
responsible for Thailand operations. He stated HMT had to pay various 
government officials kickbacks annually to do business and that our share of this 
joint obligation was $250,000 for that year. 

I said we had no intention of paying even five cents toward what was nothing 
more than extortion. He told me every company in Thailand paid these “fees” in 
order to be guaranteed access to the industrial sites. As it turned out and without 
our knowledge, Mitsubishi had been paying our share up to this point as the cost 
of doing business, but had decided it was time Huntsman Chemical carried its 
own baggage. 

The next day, I informed Mitsubishi we were selling our interest. After failing to 
talk me out of it, Mitsubishi paid us a discounted price for our interest in HMT. 
We lost about $3 million short term. Long haul, it was a blessing in disguise. 
When the Asian economic crisis came several years down the road, the entire 
industry went under. 

In America and Western Europe, we proclaim high standards when it comes to 
things such as paying bribes, but we don’t always practice what we preach. 
Ethical decisions can be cumbersome and unprofitable in the near term, but after 
our refusal to pay “fees” in Thailand became known, we never had a problem 
over bribes again in that part of the world. The word got out: Huntsman just says 
no. And so do many other companies. 

Once you compromise your values by agreeing to bribes or payoffs, it is difficult 
ever to reestablish your reputation or credibility. Therefore, carefully choose 
your partners, be they individuals, companies, or nations. 


I have a reputation as a tough but straightforward negotiator. I deal hard and 
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usually end up on the better side of the bargain, I actually had one CEO refuse to 
negotiate a merger with me. He was afraid he would be perceived in the industry 
as having “lost his pants” or that he sold at the wrong time for the wrong price. 
That said, I have never had anyone refuse to deal with me for lack of trust. 

Competition is an integral part of the entrepreneurial spirit and the free market. 
Cheating and lying are not. If the immoral nature of cheating and lying doesn’t 
particularly bother you, consider this: They eventually lead to failure. 

Remember the old chant: “Winners never cheat; cheaters never win”? And, as 
kids, we would chide those whom we perceived to be not telling the truth with: 
Liar, liar, pants on fire. Those childish taunts actually hold true today. Moral 
shortcuts always have a way of catching up. 

In the Shinto religion, there is this teaching: “If you plot and connive to deceive 
people, you may fool them for a while and profit thereby, but you will without 
fail be visited by divine punishment.” I hasten to add that temporal judgment 
also awaits. There is always a payback for indecent behavior. 

Consider this parable: On a late-night flight over the ocean, the pilot announces 
good news and bad news. “The bad news is we have lost radio contact, our radar 
doesn’t work, and clouds are blocking our view of the stars. The good news is 
there is a strong tailwind and we are making excellent time.” 

❖ 

There are many professions in which one can find examples of hollow values, 
but nowhere is it more evident than on Wall Street, where the ruling ethos seems 
to be the more you deceive the other guy, the more money you make. It was 
none other than Abraham Lincoln who reminded us: “There is no more difficult 
place to find an honest man than on Wall Street in New York City.” 

I have spent four decades negotiating deals on Wall Street and have found few 
completely honest individuals. Those who are trustworthy and honorable are rare 
—but wonderful professionals. Some of my closest friends are found in this 
small cadre, be they in New York City or Salt Lake City. Those who choose to 
mislead others are not always engaging in the type of corruption that sends 
people to prison. It is more a matter of intellectual dishonesty and lack of 
personal ethics. Compensation has replaced ethics as a governing principle. Wall 
Street has but two objectives: How much money can I make? And how fast can I 
make it? The markets and traditional values don’t always mix well. 



There are many professions in which one can find examples of hollow values, 
but nowhere is it more evident than on Wall Street.... 


Wall Street thinks there is nothing wrong with this sort of behavior because 
everyone does it, but the lack of a sense of integrity also produces a lack of 
respect. WorldCom, Tyco, Enron, and other giant companies had leaders who 
failed to play fair. 

Because they cheated, they lost. Accumulation of power and wealth became a 
driving force to these executives. They forgot the golden rule of integrity: Trust 
is a greater compliment than affection. With integrity comes respect. 

Real winners never sneak to finish lines by clandestine or compromised routes. 
They do it the old-fashioned way—with talent, hard work, trust, fairness, and 
honesty. It’s okay to negotiate tough business deals, but conduct your business 
with both hands on the table and sleeves rolled up. 


It’s okay to negotiate tough business deals, but do it with both hands on the table 
and sleeves rolled up. 


Make it a point to never misrepresent or to take unfair advantage of someone. 
That way, you can count on second and third deals with companies after 
successfully completing the first one. Have as a goal both sides feeling they 
achieved their respective objectives. 

In 1999,1 was in fierce negotiations with Charles Miller Smith, then president 
and CEO of Imperial Chemical Industries of Great Britain, one of that nation’s 
largest companies. We wanted to acquire some of ICI’s chemical divisions. It 
would be the largest deal of my life, a merger that would double the size of 
Huntsman Corp. It was a complicated transaction with intense pressure on each 
side. Charles needed to get a good price to reduce some ICI debt; I had a limited 
amount of capital for the acquisition. 

During the extended negotiations, Charles’ wife was suffering from terminal 
cancer. Toward the end of our negotiations, he became emotionally distracted. 
When his wife passed away, he was distraught, as one can imagine. We still had 
not completed our negotiations. 

I decided the fine points of the last 20 percent of the deal would stand as they 
were proposed. I probably could have clawed another $200 million out of the 






deal, but it would have come at the expense of Charles’ emotional state. The 
agreement as it stood was good enough. Each side came out a winner, and I 
made a lifelong friend. 

❖ 

Every family, home, and school classroom has its standards. There is little 
confusion over boundary lines. Even when one professes not to understand the 
rules when caught breaking them is an acknowledgment that a transgression has 
occurred. But what happens when some of these children turn into adults? Why 
are these home and classroom rules at times ignored? Why is improper behavior 
rationalized, even justified, when inside we know better? Some sinister force 
must take over in the late teens in which finding ways to circumvent traditional 
standards becomes acceptable. 

As a teenager, my father would order me to be home by 8 o’clock. He didn’t say 
“a.m.” or “p.m.” I knew he meant 8 that night. There was no fine print detailing 
what was meant when he said he did not want “me” driving the family Ford. 
Although technically, he only said I shouldn’t drive that 1936 Ford coupe, he 
also was including my friends. (A lawyer might have counseled that, technically, 
only I was prohibited. Unless my dad specifically stipulated my buddy or class 
of people in that prohibition, anyone but me was legally allowed to drive. But I 
knew better.) 

As we grow older, our rationale for cutting corners would make a master 
storyteller green with envy. We blame situations or others. The dog ate the 
homework that we ignored. We rationalize that immoral behavior is accepted 
practice. Shifting responsibility away from ourselves has become an art form. 

In fact, we employ the same feeble excuses we did as children when we were 
caught doing something improper, something we knew we shouldn’t be doing. 
Adults somehow have convinced ourselves we are more convincing. We aren’t. 
The “everyone does it” line didn’t work as a teenager, and it won’t work now. 
It’s a total copout and easily trumped. Everybody is not doing it. Even if they 
were, it still is wrong—and we know it’s wrong. 

Then there’s that old, sheepish excuse: “The devil made me do it.” The devil 
never makes you do anything. Be honest. Improper actions often appear to be 
easier routes, or require no courage, or are temporarily advantageous. 

If only Richard Nixon had admitted mistakes up front and taken responsibility 
for the improper conduct of his subordinates, something deep down he knew to 
be wrong, the American public would have forgiven him. With a sense of 



contrition, he could have created a presidential benchmark. 


The devil never makes you do anything. Be honest Improper actions often 
appear to be easier routes, or require no courage, or are temporarily 
advantageous. 


Children observe their elders so they know how to act. Employees watch 
supervisors. Citizens eye political leaders. If these leaders and role models set 
bad examples, those following frequently follow suit. It’s that simple. 

There are no moral shortcuts in the game of business—or in the game of life. 
There are, basically, three kinds of people: the unsuccessful, the temporarily 
successful, and those who become and remain successful. The difference, I am 
convinced, is character. 


PEOPLE SEE SUCCESSES THAT MEN 
HAVE MADE AND SOMEHOW THEY 
APPEAR TO BE EASY. BUT THAT IS A 
WORLD AWAY FROM THE FACTS. 

IT IS FAIL URE THAT IS EASY. SUCCESS IS 
ALWAYS HARD. A MAN CAN FAIL EASILY; 
HE CAN SUCCEED ONLY BY PAYING OUT 
ALL THAT HE HAS AND IS. 
—HENRYFORD 

A SHIP IN HARBOR IS SAFE, BUT THAT 
IS NOT WHAT SHIPS ARE BUILT FOR. 
—WILLIAM SHEDD 






Chapter Four 
Setting the Example 

Risk, responsibility, reliability—the three Rs of leadership. 

I have always loved the biblical passage, “Whatsoever a man soweth, that shall 
he also reap.” It describes leadership responsibility clearly and concisely, the 
precise spot where the buck stops. The lesson is clear: Careful cultivation pays 
off. Parents and employers who nurture, praise, and when necessary, discipline 
fairly, experience happier and more successful lives for themselves and those in 
their charge. 

Nothing new, you say? I agree, but we need periodic reminders of this point to 
help overcome unforeseen or uncontrollable obstacles that cloud consciences 
and end results. 

In the marketplace, we may do everything in our power to reap plentiful profits, 
but because of good-faith miscalculations, malevolence, negative markets, or 
acts of nature, a successful yield escapes us. My youthful years spent working on 
a potato farm taught me how an early frost or heavy rains can adversely affect 
the harvest no matter how carefully we tended the crop. 

Fumbling by our own hand or someone else’s also can ruin things. In spite of 
inspired vision, the purest of intentions, exemplary dedication, the greatest skills, 
and the most ethical of conduct, material success is never guaranteed. What is 
important is that the person in charge takes responsibility for the outcome, be it 
good, bad, or ugly. Surround yourself with the best people available and then 
accept responsibility. 

As an officer aboard the U.S.S. Calvert in the South China Sea in 1960,1 learned 
this lesson firsthand. My commanding officer, Captain Richard Collum, was a 
World War II veteran whom I greatly admired. On one occasion, we were to 
rendezvous the ships of our squadron with naval ships from seven other nations. 
The Calvert was carrying the admiral or, in naval parlance, the Flag. Every ship 
followed the lead of the flagship. 

It was 4 a.m. and I was the officer of the deck. As a 23-year-old lieutenant (j.g.), 

I had much to learn in life, yet I alone had been given the great responsibility of 
directing the formation of the ships during those early morning hours. 



At 4:35 a.m., I ordered the helmsman: “Come right to course 335.” The 
helmsman shouted back confirmation, as is traditional in the navy: “Coming 
right to course 355.” 

I thought all was well, but I had not clearly heard his erroneous response. He 
thought I had ordered “355” degrees, rather than “335.” As we made the 
incorrect turn, the remaining ships followed. We were off course by 20 degrees. 

Some of the ships realized the error and returned to the proper course. Others did 
not. The formation was in dangerous disarray. Avoiding collisions caused a 
massive entanglement—and it was my fault. Fortunately, no damage was done, 
except to my self-confidence. I felt a sense of ruination and failure. How could 
one issue an order to the helmsman, have it reported back in error, and not catch 
the discrepancy? After all, repeating the order is the flashing red light for 
alerting one to such misunderstandings. 

Learning of the debacle, Captain Collum came running to the bridge in his 
bathrobe and immediately took over, relieving an embarrassed young lieutenant. 

I was devastated. The 42 ships in our squadron took several hours to realign. 
Later, when the seas were calm and order had been restored, the captain called 
me to his cabin. 

“Lt. Huntsman,” he said, “you learned a valuable lesson today.” 

“No, sir,” I responded, “I felt a great sense of embarrassment and I let down you 
and my shipmates.” 

“To the contrary, lieutenant, now you never again will permit such an act to 
occur. You will stay on top of every order you ever give. This will be a life-long 
learning experience for you. I am the captain of the ship. Everything that 
happens is my responsibility. You may not have caught the helmsman’s mistake, 
but I am responsible for it. The Navy would hold a court martial for me if any of 
the ships had collided during that exercise.” 

I learned then and there what it means to be a leader. Even though the 
commanding officer was asleep, my actions were his actions. I also learned 
another lesson: By reassuring a young lieutenant that he still had the captain’s 
confidence, he extended hope for the future. 

I would repeat that scenario (the captain’s, not the lieutenant’s) many times as 
head of Huntsman Corp. Reprove faults in a way that keeps intact self- 
confidence and commitment to do better. As a CEO, I accepted responsibility for 
our plants, even though some of them were a half a world away. CEOs are 
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and the company. 

❖ 


The marketplace has many leaders—certainly in title. Leadership in the true 
sense of the word, I’m afraid, is not so abundant. The top executives of some 
leading businesses haven’t the slightest idea of the breadth of stakeholder 
expectations. That’s the result of “leaders” simply being appointed to the 
position or who find themselves at the top of a corporate chart, next in line for 
the top job. Real leadership demands character. 


Leadership is found in all walks of society: business, political, parental, 
organized sports, military, religious, media, intellectual, entertainment, 
academic, the arts, and so forth. In every instance, leadership cannot exist in a 
vacuum. By definition, it requires others, those who would be led—and seldom 
are they a docile group. Humans, by nature, don’t manage well. 


Effective, respected leadership is maintained through mutual agreement. 
Leadership demanded is leadership denied. 


Effective, respected leadership is maintained through mutual agreement. 
Leadership demanded is leadership denied. Leadership is not meant to be 
dominion over others. Rather, it is the composite of characteristics that earns 
respect, results, and a continued following. 

❖ 

Leadership demands decisiveness, and that is why it is absolutely critical that 
leaders know the facts. To ensure that critical information and solid advice 
reaches them, leaders must surround themselves with capable, strong, competent 
advisors—and then listen. 

Unfortunately, many companies and organizations are led by executives who 
fear bold, candid, and talented subordinates. They seek only solicitous yes-types. 
They embrace adulation, not leadership. The great industrialist Henry J. Kaiser 
had no time for spineless messengers. “Bring me bad news,” he demanded of 
subordinates. “Good news weakens me.” 

It also matters that top leaders have experience. In times of crisis, experience 
counts. Soldiers in combat situations prefer to follow battle-tested veterans 
rather than fuzzy-faced lieutenants fresh out of ROTC. It’s no different in other 
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Leaders must show affection and concern for those under their responsibility. 
Those who would render loyalty to a leader want to know they are appreciated. 
Whether or not they realize it, executives in leadership roles solely for the four 
Ps—pay, perks, power, and prestige—essentially are on their way out. 

♦ 

Leadership is about taking risks. If your life is free of failure, you aren’t much of 
a leader. Take no risks, and you risk more than ever. No pain, no gain. Leaders 
are called on to enter arenas where success isn’t covered by the warranty, where 
public failure is a real possibility. It’s a scary scenario. 


Leaders are called on to enter arenas where success isn’t covered by the 
warranty, where public failure is a real possibility. 


A 2004 survey found that three in five senior executives at Fortune 1,000 
companies have no desire to become a CEO. That’s twice the number compared 
to the first such survey conducted in 2001. Why? The risks. 

The chance of making mistakes increases dramatically with leadership, no 
matter its nature or level, but never having failed is never having led. 

To succeed, we must attempt new things. Success rates were never a 
consideration as youngsters when we tried our first hesitant steps, when we 
learned to use a toilet, when it came to correctly aiming the spoon at an open 
mouth, or when we decided it was time to tie our own shoelaces. As children, we 
understood fumbling comes with beginnings. Temporary failures never got in 
the way of those grand, early-life ventures. 

Mistakes are not the problem. How one identifies and corrects errors, how one 
turns failure into a new opportunity, and how one learns from those mistakes, 
determines the quality and durability of leaders. Nixon’s Watergate wasn’t so 
much a burglary as it was the failure to recognize mistakes, to take responsibility 
for them, and to apologize accordingly. 

Those who prefer jeering and ridiculing on the sidelines when the players err or 
stumble just don’t get it: Mistakes and miscues often are transformed into 
meaningful, successful experiences. Keep in mind the old saying: “Good 
judgment comes from experience, and experience comes from poor judgment.” 

I am reminded of a great observation from President Teddy Roosevelt in which 
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It is not the critic who counts; not the man who points out how the 
strong man stumbles, or where the doer of deeds could have done 
them better. The credit belongs to the man who is actually in the 
arena, whose face is marred by dust and sweat and blood; who 
strives valiantly; who errs, and comes short again and again, 
because there is no effort without error and shortcoming; but who 
does actually strive to do the deeds; who knows the great 
enthusiasms, the great devotions; who spends himself in a worthy 
cause, who at best knows in the end the triumph of high achievement, 
and who at worst, if he fails, at least fails while daring greatly, so 
that his place shall never be with those cold and timid souls who 
know neither victory nor defeat. 

True leaders ought not to worry greatly about occasional mistakes, but they must 

vigilantly guard against those things that will make them feel ashamed. 


True leaders ought not to worry greatly about occasional mistakes, but they 
must vigilantly guard against those things that will make them feel ashamed. 


That said, though, repeating the same mistake too many times makes one a 
partner to the error. Strong leaders accept responsibility for problems and deal 
with them swiftly and fairly. If the problem is your responsibility, so is the 
solution. 

Risk was a favorite topic around the dinner table as my children were advancing 
through their elementary and high school years. It prompted a couple of my sons 
a few years later to immediately jump into the commodities market and lose 
their shirts. They misinterpreted my advice (although I admit to doing the same 
thing in my younger years). Leaders clearly have to take measured risks. 

♦ 

Leaders can come in different forms and flavors, but core elements rarely vary: 
talent, integrity, courage, vision, commitment, empathy, humility, and 
confidence. The greater these attributes, the stronger the leadership. 

Many business executives seek only breathtaking compensation and perks. 
Legions of politicians desire only to remain in office and lead with their own 
self-interests in mind. There are religious leaders who bathe in reverential 
treatment. And we all are familiar with celebrities who are addicted to adoring 
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through respect earned the old-fashioned way. 

On the wall of my office, there hangs a plaque on which are inscribed the words 
of legendary CBS newscaster Edward R. Murrow: “Difficulty is the one excuse 
that history never accepts.” 

I made sure my children understood what that meant. Life is difficult and 
success even more so, but anything worth doing must be challenging. Engaging 
in activities devoid of difficulty, lounging in risk-free zones, is life without great 
meaning. Children are perceptive. They learn as much from observation as from 
participation, so parental leaders especially need to practice what they preach. 

♦ 

In 2001, our company was on the verge of bankruptcy. Our high-yield bonds 
were trading at 25 cents on the dollar. Our financial and legal teams had brought 
in bankruptcy specialists from Los Angeles and New York. In their united 
opinion, bankruptcy was inevitable. 

For me, bankruptcy was not an option. It was our name on the front door. Family 
character was at stake. Virtually all of the 87 lenders we dealt with at the time 
believed we would crash. Cash was tight. We were in a recession. Our industry 
was overproducing. Profit margins were dropping. Exports shrunk. Energy costs 
were spiraling out of control. 

In the middle of that perfect storm, we were hit by a rogue wave, the 9/11 
catastrophe. 

I reminded myself in the midst of this turmoil how grateful I was that I had been 
chosen to lead the company at this time because I was convinced I could guide 
our company through this unprecedented siege. This company would not be 
seized by corporate lawyers, bankers, and highly paid consultants with all the 
answers. Not on my watch. Not one of them could truly comprehend my notions 
of character and integrity. 

We initiated cost-cutting programs on all levels and at all geographic locations, 
negotiated an equity position for bondholders, and refinanced our debt with 
those 87 lenders. We raised additional capital to help pay down that debt. Piece 
by piece, we put the complex financial mosaic back together. It would have been 
much easier to have chosen bankruptcy, but two and a half years later, Huntsman 
Corp. emerged stronger than ever. Wall Street was amazed. 


A crisis allows us the opportunity to dip deep into the reservoirs of our very 




being, to rise to levels of confidence, strength, and resolve that otherwise we 
didn’t think we possessed. 


A crisis creates the opportunity to dip deep into the reservoirs of our very being, 
to rise to levels of confidence, strength, and resolve that otherwise we didn’t 
think we possessed. Through adversity, we come face to face with who we really 
are and what really counts. 

❖ 

There is a great “can do” spirit in each of us, ready to be set free. We all have 
reserves to tap in times of danger. In a crisis, a person’s mind can be brilliant and 
highly creative. In a crisis, true character is revealed. 

Leaders are selected to take the extra steps, to display moral courage, to reach 
above and beyond, and to make it to the end zone. For, at the end of the day, 
leaders have to score or it doesn’t count. 

❖ 

In today’s what’s-in-it-for-me environment, humility is vital for good leadership. 
One must be teachable and recognize the value of others in bringing about 
positive solutions. 

A few years ago, I met with my old friend Jeroen van der Veer, chief executive 
of Royal Dutch/Shell Group, at his office at The Hague. Jeroen was president of 
Shell Chemical Company in Houston during the early 1990s. It was clear to me 
then that he was on his way upward to the most senior position in the world’s 
largest company. We became trusted friends. 

I asked him his thoughts on leadership. “The one common value that most 
leaders lack today, whether in business, politics, or religion,” he replied, “is 
humility.” He cited several cases where high-profile individuals fell from exalted 
positions because they refused to be teachable and humble. 

“They knew all the answers and refused to listen to wise and prudent counsel of 
others. Their prime focus should be to create other leaders, a vision for the long 
term and a certain modesty about their own capabilities.” 

Additionally, leaders need to be candid with those they purport to lead. Sharing 
good news is easy. When it comes to the more troublesome negative news, be 
candid and take responsibility. Don’t withhold unpleasant possibilities; don’t 
pass off bad news to subordinates to deliver. Level with employees about 




problems in a timely fashion. 

When I was in the ninth grade, I secured a job assembling wagons and tricycles 
at a Payless Drugstore. On Christmas Eve, the store manager presented me with 
a box of cherry chocolates—and laid me off. I was stunned. The manager never 
indicated the position was temporary. It left such an awful impression on me that 
I vowed I would always be upfront with employees when it came to the 
possibility of layoffs. 

❖ 

Leadership must be genuine, energetic, and engaged. I have served as a director 
on five major New York Stock Exchange boards in the past 25 years. During 
that time, I have met few men and women who I felt were really providing help 
to the companies involved. Too many times, directors regularly make foolish, 
Wall Street-driven decisions, harmful to the long-term health of the company, 
because of today’s addiction to short-term gains. 


Unfortunately, many of today’s boards are little more than social clubs that do a 
poor job of protecting the long-term interests of stockholders. 


You would think that most corporate directors know better. After all, they are 
supposed to be bright, successful individuals. Unfortunately, many of today’s 
boards are little more than social clubs that do a poor job of protecting the long¬ 
term interests of stockholders. 

Most corporate directors lack expertise in the industry of the company they are 
directing. Management easily manipulates such directors because the latter’s 
chief concerns are fees, retirement benefits, and the prestige of being on a 
corporate board. Typically, they have only a small portion of their net worth 
invested in the company. They loathe being at odds with the CEO, chairman, or 
other directors. 

Stockholders would be outraged if they knew the lack of focus, expertise, 
connectivity, and good judgment exhibited by a sizable number of corporate 
directors. Although these directors occasionally fire the CEO in a huff when a 
deal doesn’t work out or an ethical gaffe is exposed, they would better meet their 
obligations if they stopped CEOs from making bad deals or unethical decisions 
in the first place. 

Always cheer for the individual director who breaks ranks to propose a novel 
route, who offers a different perspective, who raises ethical concerns, or who 





focuses on the long-term well-being of stockholders. 

I have great respect for many CEOs in today’s business world. They are 
dedicated, gifted, and honest men and women. They appreciate why they were 
chosen to lead their respective companies. They accept their duties: keep 
business healthy; deliver a fair profit in the most professional, socially 
responsible way possible; display moral backbone; and are forthcoming. 

❖ 

When the ship finds itself in trouble, as my earlier story related, all eyes turn to 
the captain. Subordinates may have been the ones who erred, but it is the captain 
who must take responsibility for the mistake and for steering the ship out of 
trouble. And, be assured, it takes more effort correcting a mistake than to make 
it. 

Leadership is a privilege. Those who receive the mantle must also know they can 
expect an accounting of their stewardships. 

It is not uncommon for people to forego higher salaries to join an organization 
with strong, ethical leadership. Most individuals desire leadership they can 
admire and respect. They want to be in sync with that brand of leader, and will 
often parallel their own lives after that person, whether in a corporate, religious, 
political, parental, teaching, or other setting. 

A good example of this is Mitt Romney, former governor of Massachusetts, who 
returned integrity to the scandal-ridden 2002 Winter Olympics. That classic 
show of leadership was infectious all the way through the Olympic organization 
to the thousands of volunteers. As a result, those Games came off as the most 
successful and problem-free in recent Olympics history. 

Conversely, because leaders are watched and emulated, their engagement in 
unethical or illegal conduct can have a devastating effect on others. 

❖ 

Courage may be the single most important factor in identifying leadership. 
Individuals may know well what is right and what is wrong but fail to act 
decisively because they lack the courage their values require. 

Leaders—whether inside families, corporations, organizations, or politics—must 
be prepared to stand against the crowd when their moral values are challenged. 
They must ignore criticism and taunts if pursuing a right and just route. 
Leadership is supposed to be daunting. Courage is an absolute requisite. Without 
it, noted Winston Churchill, other virtues lose their meaning. “Courage is the 



first of the human qualities because it is a quality which guarantees all the 
others.” 

Some economists argue that business leaders have but a single responsibility: to 
employ every legal means to increase corporate profits. Commercial enterprise, 
such economists reason, is amoral by nature. Compete openly and freely in any 
way you wish so long as you do not engage in deception and fraud (rule-book 
violations). 

Embracing a credo of that nature, without proper emphasis on morality, is an 
invitation for executives to rationalize ethical corner-cutting and a potential 
blueprint for impressionable business-school students when they are turned loose 
on the marketplace. Humility, decency, and social leadership become irrelevant 
under that sort of a scenario. 

The gospel according to these economists implies that if somehow one finds a 
loophole in a law prohibiting shortcuts across the infield, one does not have to 
remain on the same oval track with the other racers. One is allowed—no, 
obligated—to maximize results under the broadest interpretation of the official 
rules of conduct, however bent, loopholed, or indecent it may be. 

I don’t totally blame the moral briar patch in which we seem to find ourselves on 
that line of thought. In fact, I agree with these economists to this extent: 

Business itself can’t have ethics any more than a building can have ethics; only 
humans can possess ethical standards. Where I differ is the implication that 
professional morals distract business executives from their fiduciary obligations. 

In a technical sense, business itself may well be amoral, but its leadership must 
be dictated by moral decisions. It takes great courage to follow the moral 
compass in the face of marketplace pressures, but no challenge alters this fact: 
Regardless of who is holding the compass, or how they are holding it, or what 
time of day it happens to be, north is always north, and south is always south. 

Following one’s moral compass is for neither the faint of heart nor the cold of 
feet. Leaders worthy of the name understand and accept that they are chosen 
every bit as much for their values and courage as for their administrative skills, 
marketing savvy, and visionary outlook. 


Following one’s moral compass is for neither the faint of heart nor the cold of 
feet. 





Let your “yes” be “yes” and your 

“NO” BE “NO. ” 

— James 5:12 

The First Amendment is 45 words; 
the Lord’s Prayer is 66 words; the 
Gettysburg Address is 286 words. 

There are 1,322 words in the 
Declaration of Independence, 

BUT THE GOVERNMENT REGULATIONS 
ON THE SALE OF CABBAGE 
TOTAL 26,911 WORDS. 

— National Review 
One man with courage 

MAKES A MAJORITY. 

—Andrew Jackson 



Chapter Five 
Keep Your Word 


It’s high time to corral the corporate lawyers. 

Shakespeare didn’t literally mean it when he said that the first thing we must do 
is kill all the lawyers, but you can forgive folks for smiling at the thought, given 
that the legal profession, collectively and with our complicity, is stripping 
America of personal accountability and trust. All of us, in ways large and small, 
partially are responsible for this erosion of integrity, but I place the greatest 
culpability, with notable exceptions, on attorneys—especially corporate lawyers. 

Lawyers don’t start out their lives wanting to do that, but they are trained in law 
school to gain the edge, to win rather than mediate. Under the guise of legal 
protection, many corporate lawyers have made it impossible to seal business 
deals with just a handshake. They—I trust unwittingly—have created a tidal 
wave of distrust, ended long-term friendships, and bartered the inherent goodwill 
between people for loopholes, escape clauses, and weasel wording. 

One’s word being one’s bond has been replaced with one’s word being subject 
to legal review. 


One’s word being one’s bond has been replaced with one’s word being subject 
to legal review. 


Concise, straightforward transactions carry no weight unless accompanied by 
100 pages of exceptions and wherebys in fine-print legalese. A deal sealed with 
a handshake is meaningless without a signed legal document whose complexity 
rivals that of the Treaty of Versailles. 

This is a great weakness in our system because most lawyers have little in the 
way of business experience. They tend to focus on why something should not or 
cannot be done. Legal beagles make up the tenor and soprano sections of this 
choir of naysayers. Lenders, accountants, and consultants round out the hand- 
wringing chorale as the altos and baritones. They may hear themselves singing 
in perfect harmony, but to most of us it comes off as dissonance. 

As Jeffrey Sonnenfeld, associate dean of executive programs at Yale School of 
Management, put it in a Business Week article, corporate attorneys are 





considered the “vice presidents of No.” 


Problems nearly always arise when clients allow lawyers to make business 
decisions the latter are not qualified to make. In a recent Inc. magazine article, 
author Norm Brodsky says smart lawyers understand the boundaries of their 
expertise and limit themselves to providing legal advice. “Not-so-smart 
lawyers,” he says, “charge ahead and screw things up.... Lawyers are not 
business people, although many of them would have you believe otherwise.” 

Many CEOs and others in the corporate hierarchy embrace every particle of 
“wisdom” uttered by a lawyer without realizing the person imparting the 
information often is the least prepared to counsel those who have developed a 
consistent marketplace track record. 

Human beings are innately honest, but if you pack legal heat, the other side will 
do likewise. At that point, it becomes negotiation by attorneys. 


Human beings are innately honest, but if you pack legal heat, the other side will 
do likewise. 


Lock the lawyers in the attic until you truly need them. I came to a point in my 
career where I tossed the lawyers out of all meetings where merger negotiations 
were ongoing, summoning them only when the technical expertise in law and 
language to make the deals was required. 

It’s not that lawyers are inherently unethical or evil, certainly no more so than 
members of any other profession. It’s a matter of lawyers overriding personal 
ethics with professional standards. Lawyers are taught to represent the best 
interest of their clients even if that mandate means inflicting unnecessary harm 
to the other side. 

Murray Swartz, a New York attorney of considerable skill and fame, who is 
often described as a lawyer’s lawyer, maintains that when acting as an advocate 
for a client, a lawyer “is neither legally, professionally, nor morally accountable 
for the means used or the ends achieved.” 

Pormer Utah Supreme Court Chief Justice Michael Zimmerman considers such 
rationale as nothing more than a comfortable way to avoid ethical responsibility. 
Lawyers are more than amoral technicians. 

Lawyers certainly are not the only professional group occasionally separating 
personal ethics from professional norms. Tobacco company executives, who 
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their consciences with the simplistic observation that no one forces people to 
smoke. The human toll their product extracts is not addressed in the business 
theories that cover the jingle of cash registers. 

Politicians weasel and fib, promise much and deliver little, all in the name of 
remaining in public office. All’s fair in love, war, the bottom line, the final 
score, and re-election bids. 

The news media wraps itself in the mantle of the “public’s right to know,” 
shielding sloppy, unfair, or erroneous coverage with a First Amendment excuse. 

And I have already expressed my opinion of Wall Street, an arena in which 
misinformation is considered a virtue. 

My point is there are larger issues of personal ethics, integrity, and human 
decency that, on occasion, ought to override the traditional standards of 
professional practices. 

I have reserved my harshest rhetoric for this problem because I feel so strongly 
that integrity is central to all else virtuous. It is distressing that two people these 
days must necessarily be uneasy about simple oral agreements or that we don’t 
take responsibility for our own errors. 

Reestablishing concepts of personal responsibility and one’s word being one’s 
bond, means kicking the lawyer dependency. We can avoid many unpleasantries, 
legal and social, by offering trust, accepting responsibility, and standing by our 
word, even when it causes discomfort. 


Reestablishing concepts of personal responsibility and one’s word being one’s 
bond, means kicking the lawyer dependency. 


Most spouses, neighbors, and business colleagues don’t require lawyers every 
time there is a disagreement. If we adhere to basic moral values, voluminous 
legal contracts would become unnecessary. 

Abraham Lincoln, himself a lawyer, was on target: “Discourage litigation. 
Persuade your neighbor to compromise whenever you can. As a peacemaker, the 
lawyer has the superior opportunity of being a good man. There will still be 
business enough.” 

There is a fun fact that suggests America has 40 lawyers for every engineer, 
whereas China, emerging as one of the world’s most dynamic nations, has 40 
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plus for the United States. It may only be coincidence that the explosion in 
ethical and legal lapses in the business world parallels proportionately the 
increase in lawyers. 

“Most business decisions involve risk,” notes Norm Brodsky in his Inc. article. 
“That’s why the business person has to make them. Who else can say how much 
risk he or she is willing to live with? Unfortunately, some lawyers don’t 
understand that it’s the client’s responsibility...to assess risk.” 

Don’t misunderstand. It is important that we listen to lawyers, but only for a 
second opinion. Your opinion ought to be the first—and the last. 

Some of us refuse to act or to move ahead in life without legal advice. In so 
doing, we lose our individuality. Somebody else is thinking for us, speaking for 
us, acting for us, making us mistrust everyone. 


It is important that we listen to lawyers, but only for a second opinion. Your 
opinion ought to be the first—and the last. 


The legal profession has made life far too complicated. The problem is we 
believe we must always have a lawyer at our side. Virtually everyone brings 
along a lawyer to business transactions in anticipation of the other side pulling 
something. 

Because the devil supposedly is in the details, negotiations represent a grand and 
lucrative playpen for lawyers. The law, like medicine, computer programming, 
and lunar landings, is complicated. Most of us aren’t skilled in computers, 
medicine, rocket science, or law. We feel we aren’t in a position to question, but 
we are. Insist the outcome be honorable and make good business sense. 

Lawyers have us trained to believe nothing is airtight, any agreement can be 
broken, and that life is one big loophole. A handshake ends up as meaningless as 
an Enron audit. Heaven forbid the law be the law. Today, the law is whatever the 
client wants it to be. Today, we can sue anybody over anything. We can ruin a 
reputation with a simple allegation, trumpeting the canard worldwide on the 
Internet in seconds. 


Because the devil supposedly is in the details, negotiations represent a grand 
and lucrative playpen for lawyers. 
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genuinely seek justice and embrace honest deals. Lawyers certainly can be 
helpful steering one through today’s myriad government regulations and 
contractual prose embedded with technicalities, legal pitfalls, or unintelligible 
blather. And, of course, they are invaluable should you find yourself in court, 
more than a remote possibility in today’s litigious jungle. That, though, ought to 
be the extent of their help. 

The CEO is the individual who takes the risk; who must determine the 
personally decent, ethical route; who orders the speed and direction of the ship. 

If lawyers are allowed to decide all that, they are the ones leading the company. 
So far as I know, corporate attorneys are advisors. 

During these litigious times, it is not surprising that more companies are seeking 
CEOs with legal degrees. Although there are exceptions, that seems like the 
wrong direction. Lawyers can be trained in accounting and finance principles, 
but team playing, entrepreneurial risk taking, allowing handshakes to say it all, 
and market vision do not readily attach themselves to those steeped in the work 
habits and mindsets of the legal profession. 

I have observed that in most cases where the CEO is a lawyer, the company 
experiences a major void and, regularly, a financial catastrophe. The basic 
ingredients of customer satisfaction take a backseat to legalistic jargon. And 
heaven help suppliers and employees who want to continue a simple and 
straightforward relationship. 

As Business Week noted at the end of 2004: Don’t look for JD degrees to replace 
MBAs anytime soon. 

❖ 

Keeping one’s word often requires great resolve. Two personal examples follow. 

In 1986, after lengthy negotiations with Emerson Kampen, chairman and CEO 
of Great Lakes Chemical Company, we agreed he would purchase 40 percent of 
a division of my company for $54 million. Negotiations had been long and 
arduous, but a handshake sealed the deal. 

I didn’t hear from Kampen for several months. Approximately four months after 
those discussions, Great Lakes lawyers called to say they would like to draft 
some documents. They had been dragging their feet—business as usual. It took 
three months for this rather simple purchase agreement to be placed on paper. 
The time lapse between the handshake and documents was now six and a half 
months. 



In the interim, the price of raw materials had decreased substantially and our 
profit margins were reaching all-time highs. Profits had tripled in that half a 
year. Nothing had been signed with Great Lakes, and no documents had been 
exchanged. Kampen called with a remarkable proposal. 

“Forty percent of Huntsman Chemical today is worth $250 million, according to 
my bankers,” said Kampen. “You and I shook hands and agreed on a $54 million 
price over six months ago.” Although he did not think he should have to pay the 
full difference, he thought it only fair he pay at least half and offered to do so. 

My answer was no, it would not be fair to use the appreciated value, nor should 
he have to split the difference. He and I shook hands and made an agreement at 
$54 million, I said, and that’s exactly the price at which the attorneys would 
draft our documents. 

“But that’s not fair to you,” Kampen responded. 

“You negotiate for your company, Emerson, and let me negotiate for mine,” was 
my response. 

Kampen never forgot that handshake. He took it with him to his grave. At his 
funeral, he had pre-arranged for two principal speakers: the governor of Indiana 
and me. I never was personally close to Emerson, but he and I both knew that a 
valuable lesson had been taught. Even though I could have forced Great Lakes to 
pay an extra $200 million for that 40 percent ownership stake in my company, I 
never had to wrestle with my conscience or look over my shoulder. My word 
was my bond. 

(It is ironic that when I wrote this revised manuscript I was involved in a 
business situation where the executives of the company that contractually agreed 
to buy my company decided they no longer wished to pay the agreed-upon price. 
I had to take them to court, where the judge held that the company indeed was 
bound by its word.) 

Back in the early 1980s, my first big deal was purchasing a petrochemical 
facility from Shell Oil Company. Peter De Leeuw, a vice president of Shell 
Chemical, drew up a straightforward draft agreement. He asked me to review it 
overnight and the two of us would then discuss it in the morning. I read it 
carefully, made a few minor changes, and signed it on the spot. Although he had 
not as yet submitted it to the corporate attorneys, it was the shortest, best- 
prepared, most binding document I had ever read. 

De Leeuw was taken aback by my action. He wanted my lawyers (and his) to 



have a look at the agreement. I said I trusted him. Although he still had Shell’s 
attorneys look it over (they, of course, had scores of questions and additions), 
my immediate signing and display of trust gave De Leeuw confidence that I was 
serious and paved the way for his help working out one glitch after another in 
the months to come. When negotiating, seek out players you can trust; keep the 
lawyers on the bench. 

I offer these episodes in no self-serving sense; it would be boorish to the reader 
to do so. It is imperative, though, that we all understand the importance of 
keeping one’s word. 

❖ 

We need not eliminate lawyers—simply reduce their modern-day omnipresence 
in our dealings. Use them for legal advice and leave other decisions to the 
experts. 

Trust more in each other and in ourselves. As the late journalist and author Frank 
Scully once asked: “Why not go out on a limb? Isn’t that where the fruit is?” 

Trust, however, should not be blind. Save blind faith for religion. A prudent 
businessperson knows with whom he or she is negotiating and exactly what is 
being negotiated. When it came to this, President Ronald Reagan had a great 
line: “Trust but verify.” If we trust in our own instincts and ability to evaluate, 
we will have less trouble trusting others. 


Trust should not be blind. Save blind faith for religion. 


As captains of our own character, it is essential we understand the great legacy 
of trust and integrity. We will be remembered for truthful disclosures and 
promises kept. 

Individual and corporate integrity must become the hallmark of the marketplace. 
Deep in our hearts, we all have a basic understanding that when we shake on 
something, it’s supposed to stick. Remember the “cross my heart and hope to 
die” line? A handshake should always be as binding as a signed legal document. 

We ought to negotiate earnestly and with all diligence for the best possible 
outcome. When a handshake is given, it must be honored—at all costs. Tough 
bargaining occurs only before the deal is agreed to. When you shake hands, the 
negotiating is over. Your word is your greatest asset; honesty is your best virtue. 
Without it, Cicero believed, there is no dignity. 





Whoever loves money 

NEVER HAS MONEY ENOUGH; 
WHOEVER LOVES WEALTH IS 
NEVER SATISFIED WITH HIS INCOME. 

—ECCLESIASTES 5:10 



Chapter Six 

Why We Cross the Line 


There are many temptations, but reminders help. 

Why is it that some bright students choose to cheat? Why do some otherwise 
upstanding citizens chisel on their income tax returns? Why do some physically- 
fit, talented athletes inject themselves with performance-enhancing drugs? How 
can some folks who profess to be religious look you in the eye and tell you a lie? 
How is it that some law-abiding people cheat on their spouses? Why do some 
super-wealthy corporate executives line their already bulging wallets through 
fraudulent methods? And, while we are figuring out life’s mysteries, why is it 
that some of the richest people seem to have the hardest time parting with money 
for those in need? 

All simple questions with various and complex answers. We certainly aren’t 
forced to perform in unethical ways, but dishonesty (and selfishness) occurs 
often enough, if news media, academic research, and our own experience are 
valid indicators. Some claim dishonesty is rampant, although there is no 
empirical evidence to support that contention. (Who would trust a poll of liars 
and cheats, in any case?) There may be less ethical behavior today, but it also is 
true that it is more publicized than 50 years ago. High-profile anecdotes may 
give the impression that it’s more commonplace. 

This I do know: Dishonesty is not a modern phenomenon. 


Dishonesty is not a modern phenomenon. 


Most of us think of ourselves as honest, decent, moral human beings—and, for 
the most part, we are. The apparent dilemma—our perception versus real life— 
suggests we are, at times, in some level of denial. In fact, we periodically engage 
in minor dishonest and unethical acts for a variety of reasons. 

For some, the motivation may by nothing more than the cheap thrill of stepping 
over the line, of tempting fate. For others, the answer may lie in whether the 
dishonest act makes “sense” to us on a cost-benefit analysis, whether the ill- 
gotten gain exceeds or “justifies” the risk. 

Are there times when we feel so beleaguered, we believe we have no choice but 





to engage in ethical corner-cutting as the only practical avenue out? Do some 
people experience an ethical short circuit because of the pressures? Or are they 
simply too self-centered to care? The reasons for improper conduct are many; 
the right route is but one. 


The reasons for improper conduct are many; the right route is but one. 


Honesty is viewed by all religions and nearly every society as a virtue. Study 
after study reveals that people value honesty and strongly believe they are 
honest. We don’t like to be lied to, or lose out to a cheater, or be confronted with 
fraud. It angers us when public officials engage in wrongdoing and when CEOs 
cook private-sector books. 

Furthermore, we know unethical behavior when we see it. Parents know when 
their children are fibbing. Recent research into a toddler’s sense of values 
produced evidence that children as young as three years old can detect when 
someone is not telling them the truth. 

That each of us occasionally stumbles is no revelation. Ever since Adam failed 
the original taste test, the world is replete with examples of individuals making 
bad choices. We, after all, are frail, imperfect humans, prone to mistakes. Our 
biases, greed, and conceit generally are the underlying causes of jumping 
righteous rails. The occasional slip, fortunately, does not become habitual with 
most of us because when we make a mistake, we feel bad, embarrassed, and 
guilty. Sooner or later, we own up. None of us wants to break his or her word. 

Yet there are times when it is impossible to keep it. Remember, though, that a 
bad turn of events does not release us from our promise. Only the person to 
whom your word was given can release you from that. We must inform the 
person of our dilemma and give him or her the opportunity, if he or she so 
chooses, to let us off the hook. 

In prosperous times, people sometimes wander from the ethical walkway, 
blinded by the glitter of the gold. The temptation lurks to prolong the euphoria 
by the easiest means possible. We may decide that engaging in ethical behavior 
may put us at a disadvantage with respect to how others fare. (Athletes who use 
performance-enhancing drugs, for example, feel that they can’t afford to stop 
because their competitors take them.) 

Unethical acts can be viewed as the more practical route. The potential penalty 
for dishonesty may appear small compared to the perceived advantages that it 





makes sense to do it. 


In uncertain times, people may see dishonesty as the only way to preserve their 
careers, as the fastest cure to rebuilding wealth, or the only way to keep their 
heads above water. They may falsely believe they have nothing to lose, or that 
the dishonesty will only take place “just this once.” It is a greasy slope, to be 
sure. 

There is no excuse for lying, cheating, and selfishness under any circumstances, 
but one can see how the pressure to do so builds during a crisis. That’s why I 
feel compelled to reissue a strong call for reaffirming our moral foundations. 

Some people—probably small in number—in business, sports, academics, 
politics, and organizations are flat out pathologically unethical. They need help 
beyond what I can offer here. Additionally, there is a group of folks out there 
who don’t give a darn about others. They are in it for themselves. This latter 
group is a growing problem and a menace to the values we hold dear. 

We are all pulled, at times, between competing motivations: the short-term gain 
from cheating versus the maintenance of a positive self-image. Either choice 
requires a sacrifice. If the reward is not large, the cost of remaining honest is 
minimal. If the benefit is larger or perceived to be more necessary, the decision 
to remain honest becomes much harder. 

This cost-benefit theory was the basis of an experiment, “The Dishonesty of 
Honest People,” undertaken in 2005 by economists Nina Mazar and Dan Ariely 
of the Massachusetts Institute of Technology, and On Amir, a marketing expert 
at the University of California at San Diego. 

Participants carefully weighed the advantages and disadvantages of honesty and 
dishonesty, reaching a decision that maximized their best interests, including 
internal rewards. The individuals were paid so much for each correct answer. In 
other words, if a respondent did not know the answer to a question, cheating to 
find the correct response would net him or her additional compensation. 

Needless to say, there was considerable cheating. The threat of getting caught 
did not seem to figure into the equation. When the conductors of this test added a 
twist to the exam, however, the results were dramatic. (I will provide the details 
shortly.) 

Winning isn’t always measured in money. There will be times when one will 
lose money—sometimes a lot of it—but winning is much more than ledgers. In 
assessing our worth, look first to the bedrock of our lives: values, health, family, 
and friends. Dying is no fun, even if you leave behind a pot of gold. Family and 



friends are the lifeblood and legacy of our lives. 


Family and friends are the lifeblood and legacy of our lives. 


Our values, if properly anchored, will see us through these storms. Take a deep 
breath in the middle of a crisis and consider these bright stars in our human solar 
system. If they are aligned, all is well. From there, one can set about 
restructuring what it is that put us in the mess. Never adjust your values 
downward. To do so requires that you must lie to yourself. Once you see 
yourself as a fraud, your positive self-image evaporates. The best way to keep 
that from happening when in crisis mode is to actively change the status quo. 
Talk to people, take a break, stuff any money left under a mattress until the 
hurricane blows over. Start over. (I have started over on three occasions, each 
time reaching or exceeding a billion dollars in value.) It can be done, and you 
can do it. 

Now for the twist I mentioned earlier with the cheating experiment: The people 
in the test (and anywhere else, for that matter) knew inwardly that dishonesty is 
wrong. The concept of honesty was not new to them, but basic knowledge of 
right and wrong behavior is not always sufficient to keep people on the straight 
and narrow, the Mazar-Amir-Ariely study concluded. “The question is not 
whether a person knows it is wrong to behave dishonestly, but rather whether he 
or she thinks of those (moral) standards and compares his or her behavior to the 
standards at the moment the person is tempted to behave dishonestly.” 

So, in the second go-round with the 229 student participants, they were asked to 
complete a short assignment before taking the exam that would reward them 
financially for each correct answer. Half of the students were instructed to write 
down 10 books they had read in high school; the other half was asked to recall as 
many of the 10 Commandments as they could remember. There was no direct 
reward for either of these preliminary tasks. 

On average, the participants remembered only about four of the Commandments, 
but it was enough. In the group that had to recall its high school reading, the 
cheating level was the same as the day before, but cheating was significantly 
lower for the group that first had to recall the Commandments, the basic moral 
code for a Judeo-Christian culture. In a nutshell, this is what the three 
researchers made of it: When reminded of our core values, the tendency for 
deception decreases. 





When reminded of our core values, the tendency for deception decreases. 


It wasn’t the rules or the potential punishment that kept people honest. It was 
being reminded of core values embedded from our earliest days: Don’t steal. 
Don’t cheat. Don’t lie. 

We are in dire need of constant reminders, whether from others or from 
ourselves, of the universal axiom: Honesty is the best policy. 


An honest man speaks the truth, 

THOUGH IT MAY GIVE OFFENSE; 

A VAIN MAN, IN ORDER THAT IT MAY. 

— William Hazlitt 


Knowing others is wisdom. 
Knowing yourself is enlightenment. 

—LAO-TZU 





Chapter Seven 
Pick Advisors Wisely 


Surround yourself with associates who have the courage to say no. 

My children firmly believe I am from another age. I never learned computer 
skills; I don’t quite understand how e-mail works. My letters and notes quite 
often are written by hand. I manage in today’s high-tech world because there are 
many people around me who are technologically competent. In some ways, it 
leaves me in a more pleasant setting where relationships are more personable. 

If you don’t have knowledge of something, find people who do. I have around 
me wonderful men and women of talent, skill, energy, virtue, and promise. They 
know that Huntsman team membership requires the following: 

■ Adherence to proper values 

■ Loyalty to the company 

■ Loyalty to the CEO 

■ Competence 

In sum, I look for ethical, loyal, talented associates. Finding talent is the easy 
part. Determining matches for the other criteria takes a skilled eye and ear. Of no 
consequence to me are gender, race, one’s religious, political, and ethnic 
background, which school he or she attended, family pedigrees, hairstyles, and 
other such individual factors that seem to give some employers pause. Judge 
people by their values, character, and deeds—not by their looks, backgrounds, 
and philosophical beliefs. 

The Huntsman employee base has been as high as 16,000, up considerably from 
the 200 workers when I started 35 years ago. To guide those associates, I have 
sought out individuals with leadership and specialty skills far beyond my own. 


Life is not a game of Solitaire; people depend on one another. 


Life is not a game of Solitaire; people depend on one another. When one does 
well, others are lifted. When one stumbles, others also are impacted. 

There are no one-man teams—either by definition or natural law. Success is a 





cooperative effort; it’s dependent upon those who stand beside you. 

It has always been a source of personal strength for me to be surrounded by 
people who hold similar or greater values to mine, who share my passion and 
vision, who have capacities greater than my own. 

Frequently, I am asked why Huntsman Corp. has been successful. What’s the 
formula for starting with nothing and arriving at wealth? My initial answer is to 
underscore integrity, vision, commitment, generosity, self-confidence, and the 
courage to make decisions that set one apart from a competitor or from what 
currently is the marketplace norm. Then I add: The first and most important 
decision in one’s success is carefully choosing the people who will surround 
you. Make sure they share your values, make certain their character defaults to 
high moral ground in times of stress, ensure they are bright and comprehend 
results, and be confident of their loyalty. 

The Wall Street Journal recently ranked attributes recruiters seek in hiring new 
personnel. The three highest—and substantially ahead of the others—were 
interpersonal skills, an ability to work well within a team, and personal integrity. 

Curiously, work experience and strategic thinking were in the middle of the list 
of the 20 most desired traits for new hires. 

It does little good to employ a top sales manager, a talented computer engineer, 
or an outstanding production superintendent if their values don’t coincide with 
yours. If you aren’t operating under the same standards, how can associates alert 
you to a dangerous turn? If those associates don’t know north from south or, 
worse, don’t care, how will the organization stay on the proper course? Cultivate 
relationships with those who are teachable. 

Backgrounds, age, education, and experience may vary with key associates, but 
basic values must be uniform and in compliance with the culture you want for 
your company, organization, or home. Constantly keep ethical expectations 
alive. Otherwise, brace for heavy consequences. 

Like-minded associates are not always easy to locate, but the search is worth it. 
Together, you will be responsible for establishing and enforcing ethical 
standards. Together, you will set the examples. If an executive has a background 
of cutting corners or of dishonesty, the organization and everyone inside it 
eventually will pay a price. 

When we were young, we unconsciously chose friends with similar values. We 
didn’t like dealing with individuals, for example, who were not truthful. They 
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remember associating with people who often were not the most popular in the 
school, but they were respected. And one of the reasons they were respected was 
because they had integrity. 


Although we regularly treat the terms as if they are equals, there is a difference 
between admiration (popularity) and respect. The former has to do with positive, 
outward attributes; the latter is a positive recognition of one’s inner strength and 
character. We admire celebrities, but we don’t necessarily respect them. We 
respect great teachers, but we don’t always like them. 


Some people earn admiration and respect. If you must choose one, however, go 
for respect every time. 


Most of us occasionally must decide between being popular and doing things 
that align with our personal values. Adhering to immediate gratification and 
expedient routes place us in danger of forfeiting the very character that produces 
long-term success and respect. Selecting a friend or an associate who is 
respected because of a devotion to values is smart. It ensures you never have to 
worry about that person’s trustworthiness. 


Some people earn admiration and respect. If you must choose one, however, go 
for respect every time. 


I once asked a group of 200 junior high and high school students the difference 
between respect and popularity. Their answers were interesting. One young man 
defined respect as “how I feel about myself when I know I am honest and have 
done the right thing.” That was a tremendous answer because, whether he knew 
it or not, it is difficult for a person to respect others without having self-respect. 

Asked whether an individual can enjoy respect and popularity, an eighth grader 
said that it was possible—if she sticks to her values and treats others with 
kindness and affection. I responded that such individuals are rare, but if a choice 
between the two attributes must be made, it would be well to remember that 
popularity is fleeting. Without lasting respect, relationships won’t long survive. 
Stand for what is right, not what is popular. 

Ethicist Michael Josephson says ethics is all about how we meet the challenge of 
doing the right thing when that act will cost more than we want to pay. This is 
precisely what I was telling those youngsters. Respect often comes at a cost— 
quite high at times—but one must be willing to pay the price. 





It is difficult within peer groups to break with the crowd, to exercise moral 
authority in the face of majority opposition. It takes courage to speak out when 
others believe that what they are doing will net them a promotion, greater 
popularity, additional wealth, or when that warning will jeopardize one’s job or 
public standing. Notwithstanding those risks, remaining true to one’s conscience 
is a powerful force. 

There is no book written, no guideline yet crafted, and no class lecture devised 
that explains how to activate courage. Courage comes from deep within one’s 
being. Courage is not the understanding of what is right or wrong. Rather, it is 
the strength to choose the right course. 


...remaining true to one’s conscience is a powerful force. 


When we aren’t focused, ethical dilemmas present themselves in the color gray. 
We are aware of the black and white of situations, but it is easy to conclude that 
we may cruise in gray areas with impunity so long as we don’t drift into what is 
demonstrably illegal behavior. We, of course, are deluding ourselves. In these 
scenarios, we inevitably cross ethical boundaries somewhere prior to the 
behavior becoming unlawful, if we haven’t already. 

That’s why it is critically important to choose wisely when selecting those who 
will be at your right and left sides, and those who have your back. They must 
have a keen sense of where the boundaries of life’s playing field are located. 
Your associates must share your perception of where the out-of-bounds lines 
belong. Shades of gray are almost always outside the bounds of propriety. 
Although playing in the gray zones may not technically be illegal, it is a 
dangerous practice at best and an improper one at worst. 

Core values, reinforced by regular consultations with one’s internal compass, are 
more critical to a company than defined regulations. If determining whether 
behavior is ethical automatically requires searching the official rulebook, it is an 
indication we are vulnerable to missing danger signs. If we must check to see 
whether our activity is wrong, it probably is. 


If we must check to see whether our activity is wrong, it probably is. 






I have had the good fortune to be associated with people who have a marvelous 
“can do” attitude. They know that, at the end of the day, we can make better and 
more ethical decisions than the outsiders—the consultants, lawyers, and lenders. 
To be sure, there are bright, able, competent men and women in the fields of 
law, business consulting, and banking. For the most part, however, they do not 
take personal risks and will never know the true joy and satisfaction that comes 
from being in the mine-filled arenas where empires are built. 

They also have a hard time seeing the responsibility and gratification of 
dedicating one’s resources and profits to charitable causes. 

During those dark years of 2001-2003, when energy prices were high and the 
country was experiencing a recession, Huntsman, along with the rest of the 
petrochemical industry, found itself in an overcapacity position. Every factor 
that could go wrong did, and we were on the financial precipice. Internally, I 
was discouraged, but I tried not to show it. 

Few colleagues believed I could slay the economic dragons besieging us. One 
senior officer came to me and said that if I did not seek bankruptcy protection, 
he would have to leave the company. His expression in favor of bankruptcy 
didn’t bother me. He was there, after all, to offer advice, which he did. He took it 
a step further when he said he would have to leave Huntsman if I did not follow 
the route he recommended. He no longer shared my values. When that occurs 
with an advisor or officer, we part ways—as we did in this case. 

In every walk of life, we must believe we can succeed or, by definition, we 
already have failed. If a member of your team no longer believes you can attain 
success, that person—or you—should leave. 

Those closest to you emotionally—a spouse, a child, or a parent—often can be a 
trusted advisor, for they know you best. That is particularly true with my wife, 
Karen. Whereas I tend to make decisions from the heart, she makes them from 
the head. They are sound, logical, nonemotional approaches to problems. She 
also is more skeptical than I am. She has watched too many people take 
advantage of me, too many good deeds punished. 


...we must believe we can succeed or, by definition, we already have failed. 


I often introduce Karen as the chairman of the chairman—a title Forbes 
bestowed on her in 1988—and there is nothing facetious about it. She knows her 
mind and tells it straight. (The children affectionately refer to her as “Queen 





Mother.”) 

Karen was about the only other person who resolutely believed from the 
beginning that we could pull the company out of the fire in the financial crisis of 
2001-2003. 

❖ 

There are no exact duplicates in nature. Each human is unique. When we seek to 
be like the next person, we lose autonomy. Failure often is the result of 
following the crowd. If the character of the person we are following lacks 
strength, honesty, and courage, that person’s weaknesses can become ours. 
Conversely, following someone who exhibits those attributes reinforces one’s 
own resolve and character. 

You may find this odd, but when hiring managers, I never ask to see their GPAs 
or inquire as to their class standings. I don’t care to know their academic majors. 
Be assured, I examine a person’s background, but only for signs of integrity, 
commitment, and courage. I want to know the character of the person I am about 
to put at my side, and it’s not hard to spot. 


Each human is unique. When we seek to be like the next person, we lose 
autonomy. 


Applicants get points for holding full-or part-time jobs while in high school and 
college. It says something about one’s commitment if he or she has had to 
underwrite part or all of their educational costs in achieving a degree. 

During my White House stint, I answered to and interacted daily with Chief of 
Staff H.R. (Bob) Haldeman. It took only a few months before I began to notice 
the amoral atmosphere along “King’s Row,” as the West Wing was starting to be 
called. Everyone wanted to please Haldeman, no matter what the cost. His 
management style solicited only the type of information that would win 
gmdging approval. No inner-staffer member said, “Wait a minute, Bob, this is 
wrong.” 

Haldeman often did not pick subordinates wisely because he selected aides who 
would be unquestioning in their service to the president, and the chief of staff 
determined just what that service would be. Potential legal problems, ethical 
challenges, and errors of judgment either were submerged or denied. That I was 
not one of the boys puzzled Haldeman and his immediate staff. 





One evening, Haldeman invited his team to join him for dinner on the 
presidential yacht, Sequoia, a heady experience for a young assistant. It was a 
lovely night as we cruised down the Potomac. Aboard were Chuck Colson, Alex 
Butterfield, John Dean, Jeb Magruder, Ron Ziegler, and Dwight Chapin, most of 
whom would soon become household names. 

Toward the end of dinner, about the time we were being served baked Alaska, 
Haldeman inquired of the assembled: “What are we going to do about Jon who 
works all day and doesn’t play?” I was embarrassed. “Do you think there is any 
way we can get Huntsman out of his office to socialize with the rest of us?” he 
rhetorically asked the group. 

It was a joke and it wasn’t. He had made light of my propensity to keep my nose 
to the grindstone, but he was also sending a message. He had been trying to pull 
me into his inner circle for several months. So far, I had refused the lure. I 
attended meetings and carried out my responsibilities, but kept my distance and 
independence. I did not dislike any of them, not even Haldeman. Some I 
genuinely admired; a few I even respected. We spent 14 to 16 hours a day 
working together. We were a family, of sorts. 

At the end of the day, I didn’t want to play with these guys. I didn’t like the rules 
under which many of them operated. I had different ideas about what counted in 
life. My lifestyle was less complex, not like those who sat around the table that 
night. Haldeman expected me to become one of his boys. I wouldn’t do it. 

I have always held in high regard individuals who informed me that certain 
behavior or policies were inappropriate. I respect candor. My door is always 
open for news—good or bad. Many leaders only want to hear the positive. It is 
dangerous to be employed by such people. Those who never want to hear bad 
news don’t want to know when they are off course. 


Many leaders only want to hear the positive. It is dangerous to be employed by 
such people. 


That, sadly, is the reason the news media is so full of stories about 
whistleblowers, individuals who usually are neither disloyal nor disgruntled 
employees. They were frustrated about an internal warning system that wasn’t 
operational or valued. Higher-ups didn’t want to hear bad news. 

❖ 

Each of us starts with an ability to be a moral leader. From parents to CEOs, we 





possess the wisdom to see and appreciate the ethical, decent course. It is courage 
that separates those with wisdom from those who commit that wisdom to action. 
It is courage, and not the title, that separates genuine leaders from the pretenders. 

A PROBLEM NOT WORTH PRAYING ABOUT 
IS NOT WORTH WORRYING ABOUT. 

— Unknown 

I AM AN OLD MAN AND HAVE 
KNOWN A GREAT MANY TRO UBLES, 

BUT MOST OF THEM NEVER HAPPENED. 

— Mark Twain 




Chapter Eight 
Get Mad, Not Even 

Revenge is unhealthy and unproductive. Learn to move on. 

In the years following the 2000 election, A1 Gore always looked mad. He 
constantly seemed upset. I suspect he continued to smart over the fact that he 
received more popular votes than rival George Bush, but the Electoral College 
vote went to Bush after the Supreme Court ruled Bush had won Florida. 

Many of us are like that. We have been injured emotionally at one time or 
another, in one way or another—hurt by family, friends, business colleagues, 
news media, politicians, whatever—and the bitter urge to strike back becomes 
our first reaction. 

We want to do what Ensign Pulver did in the movie Mister Roberts. He tossed a 
large, homemade firecracker into the ship’s laundry room as payback for the 
ship’s captain making Lt. Robert’s life miserable. 

There is a better, more productive route, although it can be emotionally difficult. 
The instructions are simple: Move on. Figure that this, too, shall pass. And A1 
Gore did just that, winning the Nobel Peace Prize for his work on global 
warming. 

Put things behind you. Forget about replacing lost money, ignore a competitor’s 
below-the-belt blow, never try to second-guess cancer. Accept what has 
transpired and move ahead in a positive and dignified way. I was hit with cancer 
three times, but I don’t dwell on it. 

Many years ago, a businessman I knew experienced a failed merger with his 
company. Consequently, he was forced to sell his business to another bidder at a 
lower return to the shareholders than the original deal would have realized. In his 
mind, he lost face. 

He became determined to get even, no matter what the cost. The thought of a 
payback was all consuming. If the name of the company in the initial merger 
negotiation was ever mentioned, even in casual conversation, he exploded. If his 
friends had dealings with this institution, he tried to penalize them. It seemed his 
life’s pursuit was to get even. 

His personality changed. A naturally bright leader, his focus was no longer 
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wasted. Many of his friends found it difficult to be around him. He forgot to 
move on. The only person bitterness bites is the one who holds the grudge. 

Grudges are physically, emotionally, and mentally draining, if not unhealthy. 
Being driven by revenge affects our hearts and blood pressure. Some scientists at 
the Huntsman Cancer Institute have developed theories that suggest this type of 
high-stress emotion might even induce cancer at an earlier stage than it might 
otherwise surface. 


Grudges are physically, emotionally, and mentally draining, if not unhealthy. 


Unproductive emotions are potholes in the road to progress. They limit one’s 
ability to move forward, to focus, to think positively, to make correct decisions, 
to act creatively. Time and productivity are wasted. 

To not react to low blows, slights, and petty name-calling may require more 
willpower than humans can muster. Don’t hold back when it comes to emotions. 
Let your feelings come out. Getting mad for a brief time is far better than a long 
and costly plan to get even. Make your reaction fast, furious, and finite. Vent 
your hurt, your anger, your frustrations. Let emotions rip. Then say to yourself: 
“There, I feel better. It’s over. Move on.” 

If you are like me, you need to come to grips with a keen sensitivity to criticism. 
We have a subsequent need to justify, to explain, and to righteously deny in the 
face of accusations. Many years ago, I concluded that service to the community 
or to government earns a certain level of criticism—in the press, from the 
envious, or out of the mouths of adversaries. Face the future with the words of 
one of America’s most criticized public figures ever, Richard Nixon: “Adversity 
introduces a man to himself.” 

Revenge is counterproductive. Besides, all bloodbaths eventually cease, if for no 
other reason than adversaries collapsing from exhaustion. Some even seek to 
restore old relationships. The ultimate payback, in any case, is your success. If a 
business competitor has caused you emotional injury, channel your energies into 
earning a bigger market share and making your company more profitable. If it is 
a political slight, campaign harder to garner more votes than your opponent. 


The ultimate payback is your success. 


Doing better is the healthful response to most anything. In any walk of life, a 







positive, upbeat outlook trumps adversarial acts. Overlook trivial annoyances 
and imperfections of others. Hopefully, they will do the same with you. 

There are times when it is prudent to turn the other cheek, especially when it 
comes to spouses, family members, and friends. Courtesy and love are 
contagious and are far more effective over the long haul than trying to ruin the 
reputation and well-being of another. 

It pays to be positive and upbeat around your opposition. Attempting to get even 
or waging a campaign of nastiness frequently backfires. Those who plant mean, 
vengeful, and unjust seeds will reap what they sow. We tend to become what we 
degrade. 


Those who plant mean, vengeful, and unjust seeds will reap what they sow. We 
tend to become what we degrade. 


On one occasion during my son’s successful 2004 campaign for governor, I 
approached his primary-election opponent to wish him well. His supporters had 
been particularly negative toward Jon Jr. during the campaign. Staff members 
and volunteers surrounded their candidate. They looked uptight. I shook hands 
with each one and individually complimented them for the job they were doing. I 
inquired about their careers. 

As I left the building, one of them followed me outside. Privately, he 
complimented me for being magnanimous and interested in their well-being. He 
inquired about the possibility of switching to my son’s campaign. 

When we get riled, we ought to simply vent to a trusted associate. Don’t 
internalize it, but keep emotional displays brief because they are stressful to 
those around you. Working out feelings helps one from falling into the revenge 
mode. Don’t waste months or years brooding over and plotting how to get even. 
Obsessing on grudges keeps them alive; forgiveness forces them to die. Moving 
on gets you back to business. 

In reality, getting even is a form of self-pity. I view self-pity as one of the worst 
human weaknesses, a virus that can incapacitate otherwise decent, effective 
people. My employer in the first business in which I worked was always in a 
rage over competitors. We were in the egg-processing business. He continually 
schemed on how to make the competition fail. He wasted so much effort on this 
mission that his company suffered. 

He insisted his staff fabricate stories about the competition with the news media. 





He concocted every negative thought and trick possible to make his competitors 
stumble. He died a pathetic, virtually bankrupt individual. 

His bitterness overflowed to his children. No good came of it. He didn’t even 
affect the other companies, which had simply ignored him and concentrated on 
expanding their own businesses. 

Today, one of his competitors is the largest in its field. The owners are 
billionaires. My ex-employer is six feet underground and long forgotten. 

Odds run against successfully achieving revenge. Attempting it wastes time and 
causes friction with those we love and who care most about us. Prayer is helpful 
for many people who can’t seem to rid themselves of a grudge. It is soothing and 
permits forgiveness as well as the strength to move on. It allows a higher order 
to lend a hand, a being more knowledgeable than mortals. 

Although many religions toy with the notion of selected vengeance, including 
the Old Testament eye-for-an-eye concept, forgiveness is a larger, more central 
theme. In Eastern religions, for example, it is believed that holding a grudge 
restrains one from moving forward on his or her spiritual journey. 


Prayer to whomever or whatever you perceive to be your deity is good therapy. 


Prayer to whomever or whatever you perceive to be your deity is good therapy. 
It is a source of renewal and strength. Besides, it’s impossible for me to remain 
angry when I pray. Talk through your anger and move on without rancor, for 
bitterness ruins all of life’s beauty. 

Resentment underscores every person’s weakness. Battling internal demons can 
flatten otherwise wonderful blessings. Hate does not fit well in the human heart. 
What’s more, much of what we worry about and most of what we are angry 
about are imagined. It’s the result of mounting anxiety in our souls. Why turn 
one mistake into two? 

Don’t concern yourself with avenging personal putdowns or injuries. Justice has 
a way of catching up to those who do injury to others. It happens most often 
without our assistance. A personal example: 


Justice has a way of catching up to those who do injury to others. It happens 
most often without our assistance. 






During the late 1980s, Huntsman Chemical was growing rapidly and looking for 
ways to diversify. Sweetheart Plastics, at the time America’s largest producer of 
confectionary equipment—straws, paper cups and plates, and the like—was in 
our acquisition crosshairs because its products used vast amounts of polystyrene 
and polypropylene products Huntsman manufactured. Sweetheart Plastics was 
represented by an aggressive New York investment-banking firm. 

My team and I had negotiated late into the night, finally crafting an $800 million 
deal for the company. When we formally presented it, the chief negotiator for 
the investment bank stated: “To ensure that you are the highest bidder for 
Sweetheart, you must raise your offer to $900 million. As you know, Jon, we 
have other options.” 

I was flabbergasted—not to mention upset. We had been discussing a sale in the 
$800 million range and had cobbled together the financing to make an offer of 
that magnitude. The investment bankers were bluffing—and lying. I called a 
timeout. 

I returned to the meeting at midnight to announce we would not pay a penny 
more than the $800 million agreed upon. Sweetheart was fully priced and the 
deal could be transacted quickly. 

“Think about it, Jon,” repeated the negotiator, “$900 million and the business is 
yours.” 

I walked out and never returned. I was furious, but I moved on. The next highest 
bid for Sweetheart was $660 million, from an internal management team that 
neither knew how to operate the business nor had put together the proper 
financial package. It ended up far from being a sweetheart deal. 

Greed cost the financial institution $140 million and a lawsuit from Sweetheart’s 
bondholders. Forbes and The Wall Street Journal published stories about it. 
Within two years, Sweetheart sold again, this time for $445 million. Eventually, 
shareholders were left with 50 percent of the original offer. 

I rest my case. 

❖ 

The genesis of Richard Nixon’s political demise was his inability to move on. 

He held grudges. He felt compelled to get even. Whether dark paranoia over so- 
called “enemies” or wrestling with old ghosts, it brought him down and altered 
history. 

I often wondered if. in a small wav, I could have changed anv of that bv working 



on Nixon’s mindset. 
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Up close and without the benefit of hindsight or historic perspective, it was 
difficult for me at the time to detect how deep and sociopathic was his contempt 
for selected politicians, special interest groups, and members of the news media. 

We assume that successful or revered people do not carry around demons like 
the rest of us. They do. When it comes to grudges, we all have held on to some 
for too long. What separates winners from losers is how fast we banish those 
demons. 

Pay attention to that voice inside that says: Life is short. Move on. Step lively. 


YOU CANNOT DO A KINDNESS TOO SOON, 
FOR YOU NEVER KNOWHOW SOON IT 
WILL BE TOO LATE. 

— Ralph Waldo Emerson 
Travel is fatal to prejudice, bigotry 

AND NARROW-MINDEDNESS... 
BROAD, WHOLESOME, CHARITABLE VIEWS 
OF MEN AND THINGS CANNOT BE 
ACQUIRED BY VEGETATING IN ONE LITTLE 
CORNER OF THE EARTH ALL ONE’S LIFE. 

— Mark Twain 




Chapter Nine 

Graciousness Is Next To Godliness 


Treat competitors, colleagues, employees, and customers with respect. 

Few human traits are as critical to one’s relationship with others as graciousness. 
It embodies love, kindness, sensitivity, and charity—the qualities of people who 
have great inner faith. One’s capacity to be kind, decent, and thoughtful is the 
manifestation of godliness, a demeanor that has earned respect for men and 
women of all faiths and backgrounds. 

We are taught in our youth to be kind to others as a matter of habit. The lesson 
doesn’t always stick around in adulthood. Decency is lacking in today’s highly 
competitive business world, political arenas, and sporting events. It doesn’t have 
to be. You can win with grace and decency. Winning with class is not a 
definition at odds with itself. 

Perhaps some people are born with gracious genes and take to kindness more 
readily than others, but like golf, we can all give it a try. I use the words kind, 
gracious, and charitable synonymously, even though dictionaries parse their 
definitions. I notice that “benevolence” shows up in describing all three words. 
They are close enough for me because all three require a substantial degree of 
warmth and genuineness. 


Perhaps some people are born with gracious genes and take to kindness more 
readily than others, but like golf, we can all give it a try. 


My mother could never bring herself to speak unkindly of others. She was 
gracious to one and all, believing there is no inner difference between white and 
black, Christian and Hindu, male and female, rich and poor. We were all God’s 
children, each to be treated with love and respect. My mother never gave a 
sermon on being gracious, never wrote an essay on the subject, never even 
discussed it in a formal sense. She simply lived kindness every day of her life— 
which, of course, is the most effective example of all. Francis of Assisi’s 
powerful line, “Preach the Gospel, and if you must, use words,” comes to mind. 

Her life was a textbook model that I have tried to follow, notwithstanding 
obvious shortcomings. Kathleen Robison Huntsman was born and raised 
knowing that kindness is a nrioritv to be followed throughout one’s life. Her 





father was much the same way. It pained Grandfather Robison to charge anyone 
for services rendered. (More on his charity in Chapter 12, “The Bottom Line.”) 
Obviously, he did not get rich, but everybody loved him. His heart and motives 
were pure. My mother learned much from her father and I from my grandfather. 

I know of no truly successful person who does not demonstrate a sense of 
decency. There are those who appear successful on the surface, but who in 
reality are selfish, unhappy individuals lacking the motivation and capacity to 
love. It’s a shame they never experience the joy of being kind to others. 

During my senior year at Palo Alto High School, I was elected student body 
president. My campaign platform sought to give every student attention and 
recognition. I had numerous opportunities to practice what I preached, but one 
instance stands out above the others. 

Ron Chappel was a classmate. Disfigured and with an artificial leg, he looked 
emaciated and lonely. He always sat by himself in the corner of the cafeteria 
when not in class. I had noticed him, of course, but made little effort to engage 
him in conversation. For whatever reason, I one day got up from my table of 
friends and walked over to Ron’s table. I sat down and struck up a conversation. 

I continued that routine for a week. Gradually, others joined us. Ron’s table 
became the “in” place in the cafeteria. We expanded his inclusion to social 
activities and athletics. He became our team manager. His senior year became 
the best year of his life. The following year, I was brokenhearted when his 
mother told me that he had passed away. 

Karen and I have been blessed with nine children who, in turn, have given us, at 
this writing, 56 grandchildren. Our family is the crown jewel of Karen’s and my 
lives. Our children love one another; they are competitive yet get along 
famously. 

Our youngest son, Mark, who was born in 1975, has severe mental limitations. 
The doctor told us he would never read, write, or be able to attend school, that 
his age would permanently be that of a four-year-old. We were devastated at the 
news, as most parents would be, yet over the years he has taught us much. 

Mark doesn’t know one’s background or station in life. Whether one is a 
Democrat or a Republican, earns minimum wage or $10 million a year, or 
attends church on Sunday carries little standing with him. The company 
custodian and CEO are held in the same esteem. Mark judges only the goodness 
of the person’s heart. In that, he can size up individuals quickly. If their heart is 
good, he gives them a big hug. 




He is not easily fooled in this regard. One cannot be insincere and be considered 
a friend by Mark. He spots phoniness immediately. Although he talks with a 
limited vocabulary, Mark communicates effectively. His friends are numerous. 
They are individuals who have the ability to signal the purity of their hearts, 
their graciousness, and their kindness. 

Many would say there is no place for graciousness and the Golden Rule in 
business, politics, athletics, or other highly competitive settings. Only results 
count. I would join Mark in saying hogwash! How we treat others will be our 
epitaphs. 

Having spoken at hundreds of funerals in my lifetime, I have discovered that 
final remarks relate a great deal about the deceased. It would be a fascinating 
experience to hear, in advance, what will be said in our eulogy. Few words are 
wasted over one’s academic achievements, professional career, or wealth. 
Families receive major play, but the most spotlighted characteristic is how the 
dearly departed treated others. 

It would do us each well to think about what might be said at our eulogies. 
Would it be similar to how we see ourselves? And what will be mentioned in 
those informal “eulogies” delivered in the neighborhood, the workplace, and 
whispered in the pews following your demise? 

Every day, our eulogies are being written. When they finally are presented, we 
obviously will be in no physical shape to offer a rebuttal. Today—right now— 
begin working toward a reputation for graciousness. Only you can shape the 
content of your forthcoming eulogy. 


Every day, our eulogies are being written. 


Businesses, too, have reputations. Many companies are known for their values, 
customer and employee relations, innovative spirit, and philanthropic endeavors. 
The recent downfalls of Enron, Tyco, WorldCom, and other such notables have 
reminded us that deception, greed, and sundry indecencies also are present in the 
misty corporate world. 

I once had the pleasure to be in the presence of the Dalai Lama. He made a 
meaningful observation: “Accumulation of wealth for the sake of wealth alone is 
self-defeating. Only in seeing one’s work as a calling, a means to serve a higher 
purpose, can we find true fulfillment.” 
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honesty, and compassion.” Thoughtful advice. 

Most companies and individuals seek success and respect. To reach these goals 
requires a sense of compassion for others and a desire to make others happy. 
Happiness is so meaningful to our lives. It often comes to us when we try to 
make others happy. Graciousness is catching. 

In his book, There Is No Such Thing as Business Ethics, John Maxwell maintains 
that in today’s marketplace, 70 percent of the people who leave their jobs do so 
because they do not feel valued. That’s an indictment of how shabbily many 
executives and directors treat employees. Everyone wants to be valued, to know 
that they count. People need to be appreciated, trusted, and respected in every 
segment of their lives. 

Maxwell holds that only one rule is necessary in governing ethical decision 
making: the Golden Rule. Treating competitors, the community, employees, and 
fellow humans with the same courtesies we would like shown to us works for 
me. 

There is a practical side to decent behavior, too. Customers, employers, and 
suppliers are people who understand and appreciate civility and graciousness. 
They normally react in kind, and that can be good for profits. Bottom lines 
would be better served if we put this philosophy into practice. 

How would I like to be treated in this situation? That’s all you need to ask 
yourself in most instances. 

The Golden Rule is a guideline of life in every culture I know. Many people are 
familiar with the “do unto others” admonition of the New Testament. It may 
surprise you to know how similarly the world’s religions view this concept. 

Confucianism states: “Do not do to others what you would not like yourself.” 
Zoroastrians are advised that “if you do not wish to be mistreated by others, do 
not mistreat anyone yourself.” Muslims are taught no one is a true believer “until 
he desires for his brother that which he desires for himself.” Hinduism warns 
never to behave “towards others in a way which is disagreeable to oneself.” The 
Torah says: “What is hateful to you, do not do to your neighbor. This is the 
whole Torah; all the rest is commentary. Go and learn it.” 

There are other ways to look at the Golden Rule. My late oil-baron friend, 
Armand Hammer, was a controversial world figure for most of the 20th century 
because of his close relationship with the Soviet Union. He believed we could 
more effectively deal with Communist nations through trade rather than by 



rattling sabers. 

He and I traveled together to the old Soviet Union several times. His stories are 
legendary—some even true. Nevertheless, during our initial meeting in his 
Beverly Hills headquarters, I noticed the sign on the wall behind his desk: “The 
Golden Rule: He who controls the gold, makes the rules.” 

That is not my approach. 

We all know people who we love to be around. They provide us with inspiration 
and joy. My friend Mark Rose is one of those people. I have never heard him say 
a negative word about another person. Forever smiling and positive, he never 
talks about himself. Others are the center of his focus. As a result, he is at peace 
with himself. 

Gracious people make a real difference in our lives. Unfortunately, so do people 
who embody self-pity, arrogance, and self-importance. They don’t listen. Most 
are talking so rapidly about themselves, they seldom learn anything new. 

I have discovered in my dealings with the U.S. Congress that good listeners are 
rare. Elected officials live in a Beltway bubble where they are caught up in their 
own sense of importance. They communicate in babble-speak. It is that kind of 
atmosphere that has led to the contentious and bitter relations between 
Republicans and Democrats. 

I hold in high esteem those peacemakers and statesmen who maintain a sense of 
humility, kindness, and graciousness. A number of such noble souls still reside 
on Capitol Hill, but I fear they are becoming an endangered species. Thankfully, 
there are signs that some alarmed politicians are realizing this and are attempting 
to forge a new, more civilized and respectful political atmosphere that would 
better serve our nation’s interest. 

In 2003, Parents magazine conducted a survey on the qualities that parents most 
wanted to instill in their offspring. The resounding winners were good manners 
and religious faith. And by manners, these parents reported they meant behavior 
involving other people, respecting others, and being considerate. 

It is not much of a surprise that, of all vocations, the most decent and gracious 
people are found in religious settings. The now deceased heads of two religions 
—LDS Church President Gordon B. Hinckley and Pope John Paul II— 
immediately stand out for me. 

In the early 1990s, I met the late John Paul II at the Vatican in a meeting 
arranged by Roger Cardinal Mahony of Los Angeles. (At the time, I, a tithe- 



paying, devout Mormon, was the second biggest donor to the Catholic charities 
in the Diocese of Salt Lake City.) The pope took my hand and thanked me for 
my help to the needy. “I have never met a Mormon before,” he said. “I want to 
compliment you on all you do to help others.” 

I found myself momentarily speechless, not to mention a bit teary, but I 
managed to respond: “I have never met Your Holiness before, either, and wish to 
convey my love to you in the same manner.” He knows so well what kindness to 
others brings. He is one of my heroes. 

My own church leader, President Gordon Hinckley, who was a close friend for 
more than three decades, too, was a wise leader with a remarkable sense of 
graciousness. He began nearly every personal conversation with a compliment. I 
can understand why he, too, is so beloved. He has been my role model, as has his 
successor, Thomas S. Monson, another close friend, who was sustained as 
president and prophet in 2008. 

While I learned a basic value system from those closest to me as a child, my 
church has provided me with a continuous source of renewal of those principles. 
When attempting to play life’s games by the rules, it helps not to 
compartmentalize family, faith, and career. 


When attempting to play life’s games by the rules, it helps not to 
compartmentalize family, faith, and career. 


No one lives or dies unto himself. In his day, Andrew Carnegie made 38 other 
men millionaires. That sort of financial fallout has continued down to the present 
day with the successes of large businesses, including my own, enriching others. 
Conversely, when businesses go broke, they tend to drag down others with them. 
Employees lose jobs, suppliers lose business, and creditors lose money. 

Each of us has a stake in the accomplishments and failures of those around us; 
each of us holds an interest in the deeds of others. When one person beautifies a 
neighborhood, the entire community is enhanced. When a CEO trips, 
stakeholders stumble. Like the tide that raises all ships, no one can lift others 
without first being made better himself. 


Each of us has a stake in the accomplishments and failures of those around us; 
each of us holds an interest in the deeds of others. 






I have always treasured the handwritten notes and personal calls that have come 
during times of emotional or physical stress. Somehow, such expressions seem 
more personal and meaningful than an e-mail. 

Captains of industry, successful CEOs and managers, political leaders of depth, 
religious hierarchy, and effective parents take advantage of personal 
communication when expressing support or appreciation—and they usually 
don’t wait for a crisis situation. 

Our company has more than a hundred manufacturing, distribution, and sales 
offices around the globe. I love to visit our facilities, even though I don’t know 
how to operate the equipment and don’t understand the chemical formulas for 
our products (although I am still a pretty good salesperson). I leave that to the 
experts. What I embrace are the people. 

Employee relations are at the center of successful businesses. Labor develops a 
bad attitude toward management when executives spend more time at the 
country club than in the manufacturing plants. Top officials of companies big 
and small must find opportunities to go from employee to employee, thanking 
each one and acknowledging individual contributions. 

Research suggests a link between the lack of civility and violence. Nearly two 
million acts of violence on some level occur in the American work place 
annually, primarily by people who believe management or colleagues slighted 
them. 

Leaders must instill in others a sense of entitlement, appreciation, and loyalty. If 
one does this successfully, others are lifted to greater achievements. Let me 
assure you, watching dreams unfold is one of the great joys of leadership. 


...watching dreams unfold is one of the great joys of leadership. 


I identify with the words of Thomas Jefferson when, in the Declaration of 
Independence, he wrote: “In the support of this Declaration, we mutually pledge 
to each other our lives, our fortunes and our sacred honor.” It was clear to 
Jefferson that every man and woman shared in the successes of others. Lor 
Jefferson, mutual support was essential. 

On many occasions, I have recited from John Donne’s poem, “No Man Is an 
Island.” It brings hope and joy into my life. Indulge me two verses: 

No man is an island, 





No man stands alone; 

Each man’s joy is joy to me, 

Each man’s grief is my own. 

We need one another, 

So I will defend 
Each man as my brother, 

Each man as my friend. 

If we could but express these remarkable words to one another in our homes, in 
our places of worship, in our businesses, and in our associations, peace would 
abide in our souls, and the world would indeed be a better place. 

None of us is as smart as all of us. 

— Japanese proverb 

Give me a child for the first seven 

YEARS, AND YOU MAY DO WHAT YOU LIKE 
WITH HIM AFTERWARD. 

—A Jesuit maxim 




Chapter Ten 

Your Name Is On the Door 

Operate businesses and organizations 
as if they’re family owned. 

My brother Blaine and I started the family business in 1970. Huntsman remained 
a family-owned and-operated company for 35 years, eventually becoming the 
largest in America. Early in 2005, we decided to go public as a way to reduce 
debt with new capital and increase Karen’s and my philanthropy. My family 
continued to run Huntsman Corp. in a similar manner as we did when the 
corporation was privately owned because it still carried our name. 

Although we are going down this new road with the best of intentions, it saddens 
me that today’s ownership complexities or a need for additional capital 
eventually forces many family businesses to face the same decision. This does 
not mean family enterprises will cease to exist or that change is necessarily a bad 
thing, but it does cause me some anxiety. 

The family is the basic societal unit. As such, it is the foundation for society’s 
prosperity, order, happiness, and values. Business is much the same as families. 
These same aspirations should be found in business “families” as well. This can 
be more easily accomplished when the business is family-owned, but the wise 
CEO of a publicly traded company will operate as if his or her last name is on 
the company marquee. 

Some families are large, others are small, and some are untraditional, but it is in 
this setting that one’s greatest education is experienced, where fundamental, life¬ 
long values are learned. It is not hard to understand why the home is my focus 
and that key decisions in Huntsman Corp. have been made within the family 
circle. 

Wealth and power are thought by many to be a formula for family divisiveness. 
This is not necessarily the case. I saw my grandparents’ six children squabble 
over a $30,000 estate. Riches have little to do with family cohesiveness. 

Each of our children, in his or her own way, has experienced the heartaches, 
pain, and challenges of our business. They have been astute students of life. 

They have known from the start there is no such thing as a Midas touch. The 
realities of this world are hard work, preparation, negotiation, determination, 





commnmeni, nonesiy, ana cnarny. 

Where appropriate, the workplace should be an extension of the family, a place 
where an appreciation for decency, respect, and basic values are encouraged, and 
examples of proper moral behavior are the rule. 

Jay Kenfield Morley’s description of life sums up how critical it is for the 
workplace to be an extension of the home: “The recipe for happiness is to have 
just enough money to pay the monthly bills you acquire, a little surplus to give 
you confidence, a little too much work each day, enthusiasm for your work, a 
substantial share of good health, a couple of real friends, and a wife and children 
to share life’s beauty with you.” 

My father was a rural schoolteacher in Idaho. Our first two-room home required 
a 40-foot walk to the outhouse, an unpleasant undertaking in the winter, but 
typical for a rural family in the late 1930s. 

Eventually, my dad went off to World War II like so many other fathers of this 
era. When he returned, we built a small home in Pocatello, Idaho. A few years 
later, we moved to California so he could get his doctorate at Stanford. Our 
residence for three years was in a campus Quonset hut that was divided into 16 
“apartments,” each approximately 600 square feet in size and separated by walls 
made of heavy cardboard. With my parents and two brothers, the quarters were 
cramped and embarrassing for a teenager, but it was home. 

In 1959,1 married my sweetheart, Karen, and we subsequently had three 
daughters and six sons. Our home has been a place of comfort, love, and 
tranquility. I know not all homes in the world are like this. I have observed in my 
travels many difficult and trying domestic situations where housing is pitifully 
inadequate. Families live in boxes, tin shacks, tents, or other makeshift 
arrangements. It is emotionally difficult to visit such places. 

I emphasize in employee meetings that families come first. I have insisted our 
company workplaces attempt to be an extension of a supportive home. Too 
many put career advancement and accumulation of wealth ahead of family, 
rationalizing they will get around to the family next year. Next year never 
comes. And soon it is too late—for the family, for fulfillment, and for success. 

During a recent visit to one of our plant sites in Scarlino, Italy, I underscored to 
employees that their foremost concern in life was not their jobs, but their 
families. They listened intently through an interpreter and appeared pleased by 
their employer’s positive expressions about the family. When I finished, they 
stood and applauded. A cynic might say they did so to impress the boss, that 
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employees appeared deeply touched as I went from one to another, giving small 
hugs or handshakes. 

When I recently gave a similar speech in Malaysia, all 800 employees clapped 
and seemed pleased. They love their children just as much as I love mine. Their 
families are as high a priority to them as mine is to me. They understood 
precisely what I was saying and why I was saying it. 

The same is true in China, South Africa, Armenia, Australia, or in any of the 
many countries where Huntsman has manufacturing or distribution operations. It 
makes no difference where one lives. Everyone wants to feel noticed, respected, 
and valued. Unfortunately, large corporations tend to be run by the book. They 
frequently are perceived by employees to be sterile and uncaring. Running a 
business as if you own it prompts a more personal touch. 


It makes no difference where one lives. Everyone wants to feel noticed, 
respected, and valued. 


Employees want to be assured the owner or CEO truly cares about them. How 
can one convince employees they are valued if their families are omitted from 
that concern? 

Most employees like to hear directly from the owner or head of a company. The 
first thing I underscore is their preeminent responsibility to families and loved 
ones. If there is success within the walls of our homes, we will do better in our 
vocational pursuits. We work safer in a happier work environment. If we are at 
peace in our personal lives, we are more successful and find more satisfaction in 
our work. 

Karen and I started including our children in the discussion of the family 
business as early as elementary school, but we insisted on two rules: 

Rule 1: In a family business, check your ego at the door. There is no 
room for self-aggrandizement or self-promotion. In a family business, 
everyone knows the abilities and shortcomings of the others. 

There are no secrets. The success of family businesses relies on trust, 
respect, and love. 

Rule 2: Be a cheerleader for each other. Seek good fortune for the 
other person first. Most family businesses end up in disarray because 
of the selfish interests of one or another sibling. 





Effective communication is essential. Parents must talk to each other openly and 
honestly about the business—and especially about estate planning. Parents must 
educate their children in those areas. Secret wills and selective entitlements upon 
a death almost always result in family feuds or lawsuits. 

I assured my children, even after most of them started working in the family 
business, that I am a parent first and chairman of the board second. Family 
enterprises careen off the road when parents place business ahead of parental 
nurturing. 

❖ 

Employees must be treated as equals. When a company is financially successful, 
it ought to share its bounty with employees, the community, and customers the 
same as it does with owners or stockholders. The marketplace appears to be 
getting less considerate on this point, with the obvious exception of pay 
packages for top management, which have been increasing four to five times 
faster than compensation for their rank-and-file employees. 

Whether one runs a family business or is CEO of a public company, ways must 
be identified to recognize and give credit to others—at all levels of the 
organization. The surest path to success is one where others walk with you. 
Plants and equipment can be replaced easily; hardworking, loyal employees are 
as valuable as precious gems. They are critical to any leadership success. If 
CEOs are the mind of the organization, employees are the heart. The corporate 
culture is the soul. 

When unethical or immoral behavior occurs within an organization, be it a 
business, charity, church, or team, it greatly impacts everyone, similar to the 
effect a prodigal son or an unfaithful spouse has on a family. 

If top executives fail to follow their moral compasses, how can one expect those 
they lead to adhere to moral values? And if employees in the workplace do not 
care about ethics or morality, how can they expect their children to be any 
different? Everyone loses. 


The surest path to success is one where others walk with you. 


That’s why it is especially critical that employees understand the company’s 
values. Employees ought to know, for instance, that a corporation’s culture 
dictates that a sizable portion of the profits is to be returned to society, and why. 
They must understand the true measure of success, for them individually as well 





as the company, is not only how much one acquires, but also how much one 
gives back. 

❖ 

I remember visiting a Huntsman plant in eastern Canada several years ago. I had 
just left a church meeting, and my thoughts were centered more around the 
message I had just heard than what I was going to say to our people, so I opened 
by reminding them that we walk by faith, not by sight. 

I explained that if we had faith in fellow human beings, there would be fewer 
accidents and safety violations. If we had faith in each other, brotherly love and 
joyous association would follow. If we each had true faith, we would not need 
sight. We would be lifted up by loved ones and would become stronger and 
more effective people. We would not display self-pity or extravagances. Our 
needs would be met. 

When I finished, I realized I had not mentioned a word about the company’s 
productivity, costs, or sales. In a way, though, what I said indirectly covered 
those operating areas. Realistic goals are achieved when those responsible for 
meeting them are committed. 

Moreover, everyone wants to know the true feelings and heartstrings of their 
leaders, along with news on how the organization is faring. In truth, though, you 
can’t get a good read on the organization without knowing the feelings of the 
person who is leading it. 

The climate created by a CEO and his or her management team has more impact 
on employees than we generally realize. People bring out the best in themselves 
when they hear and see the best in their leaders. 

Over the years, we have given out thousands of scholarships to the children of 
our employees. It has been a joy to meet many of these students and to receive 
invitations to their high school or college graduations. When we become a part 
of the employees’ families, morale is at its highest. Who isn’t excited when their 
children succeed? And when someone is feeling good, his or her workplace 
productivity shows it. 

❖ 

As Huntsman Corp. begins its new chapter as a publicly traded company, some 
of the family atmosphere may well disappear. Many public shareholders aren’t 
as altruistic as they ought to be because they only want a quick return on their 
investment. That’s a pity. The greatest dividends are those paid to hardworking 
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private, we still consider it a family business. After all, our name is on the door. 

All companies—public or private—must create a culture in which employees 
come first and are treated royally. Believe me, they always return the favor. 


The greatest dividends are those paid to hardworking men and women through 
bonuses, gifts, scholarships, and praise. 


Find out how much God has given 

YOU AND FROM IT TAKE WHAT YOU NEED; 

THE REMAINDER IS NEEDED BY OTHERS. 

— St. Augustine 
We are the mere trustees of 

WHAT FUNDS WE ARE TEMPORARILY GIVEN ON THIS EARTH. 

May we share those with others. 
—Andrew Carnegie 


A MAN WRAPPED UP IN HIMSELF 
MAKES A VERY SMALL BUNDLE. 

— Benjamin franklin 






Chapter Eleven 

The Obligation To Give Back 


Nobody is completely self-made; 
return the favors and good fortune. 

Giving is my favorite topic. I hardly know where to begin. Let’s start with a 
disturbing revelation about a president I greatly admired and respected, Richard 
Nixon. As White House special assistant and staff secretary, I got to see details 
of his tax filings before the IRS returns were released to the public. In 1971, for 
instance, he gave only $500 to charity on a declared income in excess of 
$400,000.1 was shocked. To me, that pittance was more onerous than 
Watergate. 

Philanthropy ought to be the preeminent ingredient in everyone’s recipe for 
material gain. No matter what the field, no star of any success story is a totally 
self-made man or woman. Along the way, all of us received help from others; 
most of us also were the beneficiaries of lucky breaks. We all owe a portion of 
our success to others, incurring a debt in the process, and the only way to repay 
that assistance is by sharing your good fortune. 


No matter what the field, no star of any success story is a totally self-made man 
or woman. 


I get goose bumps thinking of the blessings that have come my way. It wasn’t 
always so. For years, the shoe was on the other foot. People shared what they 
had with the Huntsman family. My uncle, grandfather, and mother taught me the 
art of giving. 

Uncle Lon had only a sixth-grade education. A hardscrabble Utah farmer, he 
boasted of few possessions. When I turned eight, he gave me his pocket watch. It 
was one of those old-fashioned watches with the big hands and a chain. (Uncle 
Lon never wore a wristwatch, and I don’t either.) I proudly took that timepiece 
to school. All day in that third-grade classroom, I would pull out that 
magnificent timepiece to check the hour. I couldn’t believe I possessed such an 
amazing watch that once belonged to my favorite uncle. 

A few years later, when my folks were struggling, Uncle Lon gave me a pair of 
his shoes. Mine had become somewhat scruffv. With Uncle Lon’s shoes. I 
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considered myself the best-dressed person in my class. Those farmer’s shoes 
hardly were a fashion statement, but I didn’t care. I adored them. 

Mother had little in the way of material means, but she knew I loved lemon pies, 
especially those she made from scratch. In her mind, making a pie was the nicest 
tangible thing she could do for me. Every few days, a lemon pie would be 
waiting when I got home from school. 

I mentioned my mother’s dad, Grandfather Robison, in an earlier chapter. He 
owned a small motel in Fillmore, Utah, from the 1920s through the 1950s. The 
units in those pre-World War II days were individual cabins. Motorists would 
pay $3 to $4 a night to stay in a cabin. There was no inside plumbing. Bathrooms 
were located at the end of the small path behind the cabins. When Grandpa 
noticed a family was struggling financially, he would only charge them $1 a 
night. In many cases, when they would come to pay in the morning, he would 
tell them, “That’s okay. Someday maybe you can return the favor to somebody 
else.” 

As kids, we all were taught to share and share alike. We garnered praise from 
grownups when we engaged in letting others play with our toys, especially the 
less fortunate. We quickly learned that generosity was among the highest 
attributes a person could acquire. Even as children, we frowned on stingy 
playmates. 

By high school, the Huntsman family finances had worked their way up to a 
point they could barely be labeled modest. With my father enrolled in graduate 
school, everyone contributed to the common pot. My brother Blaine and I each 
held two jobs to help with medical expenses and the cost of keeping the family 
car running. I had no idea where I would go to college, but I hoped that 
somehow I would be able to attend a university that would be challenging and 
appropriate for my future. 

During my senior year, Harold L. Zellerbach, head of the nation’s second-largest 
paper company, came to our high school in Palo Alto. Accompanying him was 
Raymond Saalbach, director of admissions of The Wharton School at the 
University of Pennsylvania. They were seeking a western states high school 
senior to be the recipient of the Zellerbach family scholarship to attend this 
prestigious business school. 

I had never heard of Wharton. I did not know that it was the first business school 
in America, or that it was on its way to preeminent status worldwide. Mr. 
Zellerbach, among Wharton’s most famous alumni, met with me to discuss the 




possibility ot my attending with a scholarship—all because classes had been 
dismissed that day for a teacher’s convention. I was student body president, and 
the principal had phoned me at home to invite me to meet with Mr. Zellerbach 
and Dr. Saalbach. 

Based on that and my high school performance, I received the Wharton 
scholarship. I thanked the two men, but said the grant would not be sufficient to 
permit me to attend. I would have to work full-time to make it financially. I 
wasn’t sure I could succeed academically in an Ivy League school when 
burdened with full-time employment. 

They worked out a further arrangement whereby all of my tuition, fees, and 
room and board also would be covered. And thus I went off to Wharton, an 
experience that launched my career. I had been in the right place at the right time 
and was thrust into a situation by those who, at the time, had more confidence in 
me than I had in myself. It was a life-altering break. 


I had no idea how I would repay the Zellerbach family. They would not have let 
me, even if I were able. Instead, they simply said, pass it on. 


I had no idea how I would repay the Zellerbach family. The fact was I 
financially couldn’t. They would not have let me, even if I were able. Instead, 
they simply said, in essence, pass it on. And I have tried. Thousands of 
scholarships have been given over the years to young people around the world. 

❖ 

All religions of the world reserve a high place on their must-do lists for giving to 
the less fortunate. Christianity calls it charity; for Jews, it is tzedaka; Muslims 
have their zakat; Hindus their bhakti, to name but four examples. 

Karen and I have given a portion of our paycheck to worthy causes every year 
since I was in the navy making $320 a month. For the past 20 years, we 
concentrated on making money so we could give it away. 

Monetarily, the most satisfying moments in my life have not been the excitement 
of closing a great deal or the reaping of handsome profits from it. They have 
been when I was able to help others in need—especially “the least of these, my 
brethren.” There’s no denying that I am a deal junkie, but I also have developed 
an addiction for giving. 

The more one gives, the better one feels; and the better one feels about it, the 
easier it becomes to give. It is a wonderfully warm, slippery slope. If you require 





a less-altruistic reason to give, try this: Philanthropy is plain good business. It 
energizes a company. 


Philanthropy is plain good business. It energizes a company. 


As a family-owned company, Huntsman Corp. did not answer to Wall Street, 
whose shortsighted greed often curtails public companies in their philanthropic 
responsibilities. In place of that push for ever-expanding profits, we had pressure 
—at times overbearing—to fulfill charitable commitments. That required more 
discipline than if we only had to meet Wall Street expectations. Once you make 
a commitment to charity, you must honor it. 

Publicly owned companies are not exempt from the requisite of returning a 
portion of their profits to worthwhile causes. As chairman of Huntsman when it 
went public in 2005,1 made sure those commitments were met. (As this revise is 
written, our worldwide company is in the process of selling to another chemical 
company. Proceeds from that sale will provide a billion-dollar foundation to 
ensure that the giving continues in perpetuity.) 

As philanthropic commitments are completed, new ones are made. The giving 
bar is constantly being raised. A company’s focus is clouded without such 
reaching. There were years when I gave away more money than I made. I simply 
told my managers that we have a higher goal and that we all would have to do 
better. My son Peter is fond of saying the challenge for Huntsman executives is 
making money as fast as I give it away. 

In almost every human being, there is an inner desire to help others. 
Unfortunately, some of us never quite find the time or the reason. We delay 
giving until it is too late or until someone we love passes away or no longer is in 
need of our generosity. In other instances, giving can be tainted or have too 
many strings attached. 

The Jewish philosopher Maimonides described eight levels of giving, ranging 
from that which is given grudgingly, insufficiently, or only when asked (the 
lowest forms) to giving where neither party knows the other’s identity and 
helping a person to become self-sufficient (the two highest). 

There is no more important human quality than sharing with others. There is no 
source of true happiness more complete than an act of charity. It is what life is 
all about. In bad economic times, I have had to take out bank loans to meet my 
philanthropic pledges. (Industrial downturns do not first consult with charitable 





obligations.; 

My bankers questioned the prudence in borrowing money simply to turn around 
and give it to others. My response was simple. If we make commitments to help 
others, there ought to be no retreat from those obligations solely because the 
company’s finances are not as temporarily robust as anticipated. I acknowledge, 
though, this is easier said than done. Our obligation to give back, however, is not 
erased during financially challenging times. The temptation to gather around you 
what money you have left is strong. Overcome it. The poor nearly always give a 
greater proportion of their disposable income than the wealthy. 

It is of little consequence where or how or to whom we give. What really matters 
is our attitude. I have listened to thousands of sermons on the urgent need to 
give. I find myself wondering why it is that preachers never talk about how 
much fun it is to give, or whether they are indeed doing with their personal 
resources what their sermons suggest. 


It is of little consequence where or how or to whom we give. What really matters 
is our attitude. 


Today, my philanthropic focus centers on one of the largest cancer research 
centers and hospitals in the world. It has taken enormous amounts of money to 
build this world-class facility. It was a joy beyond measure to witness the 
completion of the Huntsman Cancer Institute and Hospital in the summer of 
2004.1 am hopeful we can build additional cancer hospitals around the country 
in the future. 

Every week, I try to bring cheer to our patients, hugging those undergoing 
chemotherapy. In many cases, their life is precarious. In all cases, they are 
scared. An embrace and a word of encouragement can be as beneficial as any 
medicine they will receive. My mother, father, and stepmother all died of cancer. 
I had cancer three times. It is difficult for me to not become emotional when I 
greet cancer patients. 


Donations don ’t always have to be money. In many ways, time is more precious 
than dollars. 


Donations don’t always have to be money. In many ways, time is more precious 
than dollars. Giving of one’s time, lending one’s stature, and providing one’s 
expertise can be as meaningful as money. Leaders ought to set aside time for 







volunteer or public service work. A recent national survey ranks Minneapolis 
and Salt Lake City as America’s two most volunteer-minded cities, but even 
those two blue ribbons represent barely two in five adults engaging in periodic 
volunteer activities. 

Wealth isn’t always measured in dollar signs. We each have time, talent, and 
creativity, all of which can be powerful forces for positive change. Share those 
blessings in whatever form they come and to the level you have been blessed. 

❖ 

At one time, I believed charitable giving was purely voluntary. About 25 years 
ago, I changed my mind. Giving back applies to everyone, but it surely is not 
optional, at least for the rich or for corporations. It is the moral obligation of any 
person of wealth or any business worthy of its name to return to the community 
some of what they have been given. We are but temporary trustees of our 
fortunes, no matter the size. 


At one time, I believed charitable giving was purely voluntary. About 25 years 
ago, I changed my mind. 


No less a committed capitalist than Andrew Carnegie lectured the well-heeled in 
his 1889 work The Gospel of Wealth to return their “surplus wealth to the mass 
of their fellows in the form best calculated to do them lasting good.” And he set 
a remarkable example with his endowment of libraries around the nation. 

Many wealthy people are under the erroneous belief that the true measure of 
financial success is not what you make but what you keep. They spend lifetimes 
working tax dodges and accounting schemes to pass along their good fortune to 
their children. 


Many wealthy people are under the erroneous belief that the true measure of 
financial success is not what you make but what you keep. 


No question about it, one gauge of success is how much wealth one acquires in 
his or her lifetime. The more meaningful and lasting measurement, though, is 
how much one gives away. 

My message is not solely for the fraternity of the rich. Nobody gets off the hook. 
If just the rich give, little changes. All must give their share. Be a benevolent 







overseer of your harvest for each of our stewardships is temporary. We have 
only a short time to see that wealth, however humble or vast, is spread about to 
worthy needs. Giving is a spiritual obligation. 

The Christian gospel, for one, makes that mandate clear: If a man has two coats, 
should he not give one of them to the man who is without a coat? For Jews, 
charity is a duty centered on the belief that everything we own is God-given. 
One is obligated to share with those who do not have enough. 

Giving to the poor is one of the Five Pillars of Islam. In most Islamic cultures, 
hoarding is considered wrong. Giving away surplus protects one from greed and 
envy. In fact, Islam encourages the practice of endowing money or property, 
called waqf, for the purpose of maintaining schools, hospitals, churches, and the 
like. 


Save for God’s grace (and a few worldly breaks), there go us. 


All three religions are making the same point: Put back into society as much as 
you extract. Give generously to the less fortunate. Save for God’s grace (and a 
few worldly breaks), there go us. 

We don’t need millions of dollars to live comfortably. Yet it is often the 
wealthiest citizens in our society who find it the most difficult to share, whereas 
those with little seem to be first in line to give what they have. 

Sandra Lee Anderson died June 28, 2008, unnoticed outside of her family and 
circle of friends in the Spokane, Washington, area. I came across her obituary 
quite by chance. I did not know her, but I wished I had because her story is 
worth sharing by way of example. By all accounts, she was an outstandingly 
kind and generous person who lived on a fixed income and suffered from a 
multitude of health problems. She loved working with people who had 
developmental disabilities. Sandy Anderson tithed to a little-known church and 
thanked the Lord daily for her blessings. She always was there with a donation 
for those who were less fortunate than she. I believe there are many low-income 
men and women in the world who daily put to shame the many wealthy folks. 

How much ought the wealthy render? I have given this considerable thought. 
There is no set formula, but I would hold that the excess over and above one’s 
guidelines for a comfortable standard of living is a reasonable starting point. 
What is a desirable quality of life when it comes to shelter, food, medical care, 
clothing, transportation, entertainment, travel, and rainy-day funds? That’s for 





each individual to figure out. 

To squander the excess is selfish and foolish. Unprofitable investments and 
expensive toys will almost always be the byproduct of having more money than 
one needs. 

Companies are under the same mandate to share as individuals, but simply to 
give because it is good for the company image or because material gain may 
result from trumpeting one’s philanthropy carries this downside: The sense of 
social responsibility withers. 

❖ 

Foundations and nonprofits get hit doubly hard during economic hard times. Not 
only are donations traditionally down, but these groups’ investments are getting 
hammered. That means less grant money is available for worthy projects—just at 
a time when assistance is especially necessary. When donations are needed most, 
they are the hardest to come by. 

Businesses often go through highs and lows, not unlike people. Recessions, 
energy crises, monetary setbacks, competitiveness, and marketplace potholes can 
mean difficult times for businesses. I remember and appreciate those individuals 
and institutions that stepped up in difficult times. I try to do business today with 
those who remembered us when we were down, the bankers who allowed us 
lines of credit in times of severe financial stress, suppliers who permitted us 
credit when profits had evaporated, and those who extended a helping hand 
along the way. 

❖ 

Residents of Utah, according to the Chronicle of Philanthropy, are among the 
most generous folks in the nation, giving away up to 15 percent of their 
discretionary income each year. Much of that is the result of so many Utahns 
tithing for religious purposes. 

The IRS may allow you to commingle secular and sectarian giving on your tax 
form, but I separate religious donations from public charity. Putting money in 
the collection basket, be it a weekly offering or annual tithing, is a good thing. It 
is a duty for individuals who practice a religion, but there are many other 
worthwhile causes. 

Congregations regularly are reminded that donations are a requisite for an 
eternal reward. Without pulpit pressure, I doubt whether many religious 
institutions would collect the sums they do. It would be healthy for all of us, 



especially tne wealtny, to experience tnat same sort ot collection-plate pressure 
when it comes to secular philanthropy. 

True giving is doing something for somebody who can never repay you. 

True giving is doing something for somebody who can never repay you. Sharing 
wealth and kindness, embracing those in need, and creating opportunities for 
others are a societal duty. The only thing that changes as we move through life is 
the scope of our giving. 

You don’t have to be a billionaire to be a philanthropist. The first definition the 
Oxford Dictionary provides for philanthropy is “a love of humankind.” 

All that is required to be a philanthropist is a passion for making a difference. 

And did I mention it is great fun to give back? Giving enriches one’s heart and 
soul—and it’s contagious. 

Leave Your Campsite Better Than 
You Found It. 

— Girl Scout Motto 

The Point Of Good Writing Is 
Knowing When To Stop. 

—L. M. MONTGOMERY 






Chapter Twelve 
The Bottom Line 


Ethical values are child’s play, not rocket science. 

Society is forever fondly remembering the past as the “good old days,” a warm, 
fuzzy recollection of the simpler, happier times of our youth. Nostalgia tends to 
be vague and selective. Truth be known, those times had their ups and downs, 
just like today, but, again, childhoods normally are less complex. Back then, we 
accepted plainspoken values and, for the most part, adhered to them. These 
norms were drilled into our heads by the adults who surrounded us. Their 
diligence influenced our behavior, just as we shaped the behavior of our 
children, and they of their offspring. 

My intention in discussing these ageless values is to jog memories and to flip on 
light bulbs. There is little in this book that is original. Moral values are nothing 
new to any generation or culture. 

These principles are ingrained in us from birth. Society’s elders frequently view 
the younger generation as possessing fewer values than they have, but the fact is 
we all started the same. Each generation has unique challenges; no generation 
has a monopoly on values. 


Society’s elders frequently view the younger generation as possessing fewer 
values than they have, but the fact is we all started the same. Each generation 
has unique challenges; no generation has a monopoly on values. 


Although it may appear that the young people today are more inclined to cheat, 
they also are more tolerant of others than their parents. If they seem less inclined 
to paint morality in the stark blacks and whites, they also are less interested in 
making a million dollars and are more concerned about the condition of the earth 
50 years from now. In sum and in retrospect, when it comes to values, each 
generation probably stacks up about even with the generation it succeeded and 
will precede it. 


As an 18-year-old freshman at the University of Pennsylvania’s Wharton 
School, I joined Sigma Chi. This fraternity was founded in 1855 when six 
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what they felt was improper behavior. As a Sigma Chi member, I pledged to 
uphold a credo of fairness, decency, and good manners. 

I have never forgotten that promise. The “Jordan Standard,” named for one of 
those six founders 150 years ago, insists each member, among other things, be of 
good and moral character and maintain the highest standards of honor and 
personal responsibility. 

Such standards of proper behavior can be universally applied. No matter the 
faith, the culture, or the age, the natural goodness of human beings must be 
central to our dealings with one another. 

There is an absolute requirement today to awaken in ourselves the basic values 
that help us determine right from wrong. I use the term awaken because our 
ethical values have been within us from the beginning, having been infused into 
our very beings by those who influenced us as youngsters. 

We followed unwritten rules for the playgrounds and sandlots, homes, and 
schools. We honored basic fairness, decency, respect, and integrity. These 
principles do not change when we migrate from boxes full of sand to buildings 
full of desks. Then as today, we must conduct ourselves with honor and fairness. 


These principles have not changed simply because we migrated from boxes full 
of sand to buildings full of desks. 


It’s easy to keep a bargain or to honor a contract when it works in your favor. 

The measure of the individual is when his or her word is kept even when it puts 
the person at a disadvantage. 

Tough times are never easy to manage. They often require a dramatic change of 
lifestyle. During a financial crisis, we must not only eliminate luxury and 
discretionary spending, we many times must curtail purchases of basic 
commodities—fuel, food, clothing. A planned purchase of a new house or car is 
back-burnered. 

We must make do. 

As a Jewish proverb points out, “He who can’t endure the bad will not live to see 
the good.” Financial setbacks usually pass. As another old saying goes, being 
poor is a state of mind; not having money is a temporary condition. 
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many others it can also push physical limits. For example, one ramification from 
financial worry is stress, a condition that can play havoc on the entire body. 
Stress walks hand in glove with financial worries. Hard times come in many 
forms and of varying durations. Some never seem to abate, stubbornly persisting, 
spreading heavy doses of sadness to all corners of our lives. 

Take heart, philosophers tell us, for “this, too, shall pass away.” At times, that 
doesn’t seem possible, but try to remain positive and be surprised. Francis of 
Assisi told us: “Start by doing what is necessary, then what is possible, and 
suddenly you are doing the impossible.” 

As founder and chairman of the Huntsman Cancer Institute, I speak frequently 
with many cancer patients from around the world. I meet regularly with our staff 
of more than 1,600 scientists, researchers, clinicians, and staff members to 
discuss the disease and its ramifications. I have noticed that worry, stress, 
loneliness, and anxiety are key factors that not only have exacerbated cancer but 
often have prolonged the disease. On the other hand, joy, friendship, 
encouragement, and uplifting feelings have had a positive way of shortening 
cancer’s duration and hastening remission. 

When thinking of cancer, it helps to recall the soothing verse from Ecclesiastes: 
“To everything there is a season; a time for every purpose under heaven.... A 
time to weep and a time to laugh; a time to dance and a time to mourn.” During 
episodes with cancer, it is, figuratively speaking, a time to laugh and a time 
figuratively to dance. It may seem odd, even impossible, but it helps body and 
spirit to try. 

❖ 

Each human is unique. Each has unique ways in which to heal. Today’s 
environment is conducive to stress in its many forms—anxiety, obsession, 
depression. Rising prices bring pressure to maintain certain lifestyles. 
Unemployment is up. Heath care is unaffordable. We frequently seem to be 
cash-strapped. More Americans are distraught today than at any time since the 
Great Depression. 

Instead of moping about, we must turn this time into a period of positive 
reflection, a time for reaching out and helping others. 

At the end of the day, isn’t the real concern one of diminished status? And isn’t 
it more a state of mind than a tangible situation? Assuming we have the basics— 
food, clothing, shelter—are we not still equipped to go forth and cheerfully help 
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Financial hardship is not the only fallout from bad times. Fear and turmoil are its 
silent partners. They can grip our soul and become personal hallmarks. They can 
make us consider doing things we might not otherwise entertain. 

When we are fearful and submerged in chaos, we contemplate behavior not in 
keeping with our values. We, in turn, become fear and turmoil carriers, 
spreading havoc and heartache to those around us. (The Scrooge character in 
Dickens’ A Christmas Carol makes the case. I believe we read and watch this 
story over and over, probably so it won’t happen to us.) 

Fear is bondage. I appreciate the well-established axiom because it is so true: We 
can unwittingly incarcerate ourselves with worry, negativity, and obsessive 
behavior. To do this is dangerous. It erodes health and spirit. It separates one 
from family, friends, and colleagues and destroys lasting relationships. 

♦ 

In difficult and challenging times, we must embrace the many positive things in 
our lives, however small—children and loved ones, flowers and other beauties of 
nature, the gifts with which we are blessed. Over time, we see that most 
misfortunes are temporary situations that we perceive at the time as worst- 
possible scenarios but that turn out to be less permanent or severe than we had 
forecast. 

So how does one bring about the restoration of value-based behavior in the 
marketplace and in the other arenas of modern life? I offer four simple 
suggestions, as follows: 

■ When you engage in something that affects others, first ask yourself: Is this 
right? Would I like to be treated this way? 

■ Take your values to work. Don’t disconnect them when you sit down at your 
desk. There should not be a conflict between making a profit and adhering to 
traditional principles of decency and fairness. 

■ Consider yourself your brothers’ and sisters’ keeper and set the example for 
ethical behavior. 


There should not be a conflict between making a profit and adhering to 
traditional principles of decency and fairness. 





■ Make the underpinnings of your life a string of f-words (phonetically, at least): 
family, faith, fortitude, fairness, fidelity, friendship, and philanthropy. 

After family and faith, the most important of these attributes ought to be 
philanthropy. Most of us benefitted from a number of fortuitous breaks in life. 
Not one of us was truly self-made. We were helped or coached by others along 
the way. Thus, we have a special obligation to be on the lookout for 
opportunities to return those favors, or pass them on to others. 

There are many causes out there awaiting our generosity. They come in all 
shapes and sizes. My own cause right now is finding a cure for cancer. 

In considering which causes are the most worthwhile for us, look first to the 
needs in our communities. Put them in a priority that makes sense to you. Where 
can you do the most good? Where will our giving make a difference? Think it 
through and do our duty. 

For me, the most exhilarating giving of all is based on a spur-of-the-moment 
impulse—taking the coat off your back for a shivering transient on a wintery 
street, or an unplanned drop-in at a homeless shelter. The impulse might even 
come in the middle of a speech, as happened to me a few years ago. I will close 
with that story. 

Hanging on the wall behind my desk is a quote by John Andrew Holmes, a 
physician who authored Wisdom in Small Doses. It reads: “No exercise is better 
for the human heart than reaching down and lifting another up.” 

That powerful message was at the heart of a university commencement address 
delivered in 2000. It had to be the shortest graduation speech in modern history. 
Holmes’ quote was the entire talk! 

The commencement ceremony had been underway for nearly an hour and a half, 
and I had yet to give my prepared remarks. Family and friends were fidgeting in 
their seats; small children were fussing. The school was one that had a high 
proportion of older students, married students with families, students who 
worked full-time jobs for the opportunity to better their lives. They were a 
practical bunch; so were their parents and friends. Two hours of long-winded 
speakers was not their idea of a good use of time. 

As I sat on the stage taking in all this, I began to mentally whittle my prepared 
text. By the time I approached the podium, I was down to a single sentence. 

I stood before the graduates and asked them to stand. “Repeat after me,” I 
instructed them. “No exercise...is better for the human heart...than reaching 



down.. .and lifting another up.” 

I asked them again to recite the 15-word thought. 

Then, out of the blue, I did something completely on impulse. I turned to the 
school’s president and announced that I would provide the university with 200 
scholarships of $5,000 each. Then I sat down. You could have heard a pin drop 
in that events center. Mouths hung open, as if people questioned what they had 
heard. I could hardly believe what I had just said myself. 

What followed was a deafening deluge of shouts, whistles, cheers, and applause. 
I was overwhelmed by the reaction. 

As I absorbed the pandemonium, vivid memories of the long-ago Zellerbach 
Family Scholarship that made possible my degree from the University of 
Pennsylvania’s Wharton School flashed before me. I even thought I could see 
Harold Zellerbach sitting there in the front row, quietly nodding and wearing one 
of those “we’re even” smiles. 

What a high! Try it. I guarantee you’ll like it. 



Perspective 
From Larry King 

CNN 

Jon Meade Huntsman may well be the most remarkable billionaire most of 
America has never heard of. Legendary in petrochemical circles, he operates 
around the globe in a quiet, determined, respected, and caring manner. For 
nearly two decades, he found himself in the upper tier of Forbes magazine’s list 
of wealthiest Americans, but it wasn’t always that way. 

Jon is the embodiment of the American Dream. His was a journey from 
hardscrabble beginnings to chairman of America’s largest family-owned and 
operated business. (In early 2005, he took the sprawling Huntsman empire 
public.) 

As is the case with each Horatio Alger character, Jon Huntsman was afforded 
nothing but an opportunity to compete on the field of dreams. The rest—vision, 
determination, skill, integrity, a few breaks, and ultimate success—was up to 
him. 

He won that incredible race fair and square, fulfilling his dream with moral 
principles intact, his word being kept, dealing above board and fairly with 
colleagues and competitors alike, and displaying a demeanor of decency and 
generosity. 

All this, to me, is the essence of Jon Huntsman. It is why he has written this 
book and why it is worth your time to read it. 

His career was launched with an undergraduate degree from the Wharton School 
at the University of Pennsylvania, an education made possible by a chance 
scholarship from someone who already had it made. Jon went on to build an 
empire and render an accounting for the favors and breaks he received along the 
way. 

You may not have heard of Jon Huntsman, but the folks he has assisted over the 
years sure have. 

Ask patients at the Huntsman Cancer Institute and Hospital, a world-class 
research and patient facility in Salt Lake City exploring how we might prevent 
and control the dreaded disease, especially hereditary cancers. The Huntsman 



family has given a quarter of a billion dollars so far to that effort and vows to 
double that amount in the coming years. Jon lost his mother, father, stepmother, 
and grandparents to the disease. He himself has had cancer and beaten it. Twice. 

Ask students and faculty at the Wharton School of Business at the University of 
Pennsylvania, where he became chairman of the Board of Overseers. His gift of 
$50 million made possible Huntsman Hall, a state-of-the-art business school 
complex, and the nation’s leading international undergraduate program. 
Remembering what the chance for a college education meant to him, he has 
awarded several million dollars in scholarships over the years to employees’ 
children and random students. 

Ask the people of Armenia. Now there’s a story worth telling. 

On the evening of December 7, 1988, Jon and Karen Huntsman were watching 
the news in the living room of their striking Salt Lake City home. He was chief 
executive officer and chairman of Huntsman Chemical Corporation—an upstart 
in the stodgy and traditional chemical industry. 

The lead story on that nightly news was unsettling: An earthquake had 
devastated much of Armenia. Jon was riveted by the scenes of destruction 
unfolding before him: factories and apartments in rubble, roads and railways 
little more than twisted pretzels of concrete and steel, school buildings flattened, 
frantic survivors clawing through debris for loved ones. 

A year earlier, Jon Huntsman probably could not have located Armenia on the 
map, but in the six previous months, he had negotiated with Aeroflot, the airline 
of the old Soviet government, to manufacture in a new Moscow plant plastic 
service ware for in-flight meals. In the process, he became the first American 
permitted to own a majority interest in a Soviet business. He had become 
fascinated with the USSR bear, and now disaster had struck one of its satellite 
states. 

“We have to do something,” he said to Karen that night. He was taking the 
suffering before him personally. That’s how Jon Huntsman is. 

The aid that followed ranged from expertise and resources for a modern cement 
factory that would produce concrete that could withstand most quakes to food 
and medical equipment to apartment complexes and schools—all as gifts to a 
grateful, battered nation. 

Before he was finished 15 years later, the Huntsman family had infused $50 
million of its money into Armenia, visiting the nation two dozen times. Yet, on 
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know the name of a single victim. But the name Huntsman is not unknown in 
Armenia today, where Jon is an honorary citizen and recipient of the nation’s 
highest award. 

Who is Jon Huntsman? Ask those who have been helped. Ask the communities 
around the globe where Huntsman Corp. does business. They will tell of the 
deep, personal interest he has in their fortunes, their families, and their futures. 

Perhaps that generosity is the residual of growing up on the other side of the 
economic tracks. If so, it is only part of his philanthropic equation. Jon also 
subscribes to the obligation of everyone to be generous. Throughout the ages, 
charity has been a cornerstone of most world cultures. 

The Gospel of Giving according to Jon holds that every individual—whether 
financially stretched or of means, but especially the rich—is duty-bound to 
return a portion of his or her blessings. 

Jon Huntsman is a different breed. He believes business is a creative endeavor, 
similar to a theater production, wherein integrity must be the central character. 
Notwithstanding what you hear on the nightly news or read in newspapers, 
decent and ethical behavior is not a moral heirloom of the past. He believes in 
being honest, fair, and gracious—even when it costs him several million dollars. 

This book isn’t simply a marketplace catechism for moral behavior. In every 
chapter, there are nuggets of good management techniques for those who run 
companies or organizations, solid instructions for those in mid-management, and 
a bigger picture for employees and memberships. With an MBA from the 
University of Southern California, Jon is not only an entrepreneur extraordinaire 
but also an experienced CEO who has seen it all. 

For the past 35 years, his business has gone from scratch to annual revenues of 
$12 billion. It wasn’t all smooth sailing. He was on the verge of bankruptcy 
twice, but his reputation for tough-but-fair negotiations, a gracious and sensitive 
demeanor, an entrepreneurial sense, and a remarkable philanthropic commitment 
give him a unique perspective from which to offer these rules of the road. 

Jon Huntsman is living proof that you can do well by doing right. Leo Durocher 
was quite wrong when he said, “Nice guys finish last.” Not only can nice people 
finish first, they finish better. Jon has little patience for situational ethics in the 
marketplace or life. He paints proper behavior in bold, black-and-white strokes. 
He believes in the adage that if you have one clock, everyone knows what time it 
is. If there are two, no one knows the precise time. 



In 2002,1 named him the Humanitarian of the Year because of his generosity to 
others. (Business Week ranks him among America’s top philanthropists.) He 
even surprised me with a large, unexpected contribution to the Larry King 
Cardiac Foundation to help those who suffer from heart disease. My spouse, 
Shawn, and I count ourselves fortunate to have been friends of the Huntsman 
family for many years. I enthusiastically recommend his take on life. 



Perspective 
From Neil Cavuto 


Managing Editor, 

Fox Business Network 

I know all about Jon Huntsman and the way he views life. I wrote the book on 
him. 

In More Than Money, published in 2004,1 featured Jon and some 20 other 
individuals who understand the value of meaning over money and, to me, 
represent the inspirational people of this world who continually turn personal 
challenges into a positive element of living. What you have just read is a basic 
blueprint of not only doing good but also being good. 

Jon Huntsman’s own life and personal values lend credence to his words. He 
walks his ethical talk and has done so in the face of incredible obstacles that at 
times surely must have made moral shortcuts tempting. Jon has no secret 
formula; it ought to be familiar to anyone with a conscience. But knowing what 
behavior is proper and what is not is the simple part. Living those principles 
requires commitment, integrity, and courage. 

As a journalist and host of Fox News’ Your World, cable TV’s most-watched 
business show, I see it all. I, too, know of marketplace problems and of rotten 
apples in the business barrel, but in Your World, I attempt to go past the 
potholes. I go behind profit-and-loss ledgers to the individuals who make things 
happen. 

In so doing, I have found many inspiring models who dispel the notion that 
what’s good for business can’t be good for me; men and women who are 
catalysts for wondrous endeavors, who know not only how to play by the rules 
but embrace ethical conduct. Genuinely successful business executives know 
there can be no dissonance between society’s values and corporate operations. 

In my book, More Than Money, I define those who have gained fame and 
fortune not so much by their achievements as by how they got there—the 
enormous odds they overcame, the dignity and courage they displayed in the 
process, the way they treated people ethically and fairly along the way. 

These heroes learned to train their eyes on the possibilities, not the odds. They 



made bumps in the road to success fodder for motivation—a motivation, 
incidentally, that is not solely centered on profits and power but also on making 
a difference in the lives of others. 

A born philanthropist and self-made multibillionaire, Jon Huntsman is a 
textbook example of what I am talking about. Notably, he turned personal cancer 
setbacks—holding his mother at her death, watching his father waste away, 
being informed one year to the day that doctors told him he had prostate cancer 
that he now had an unrelated cancer—into a beacon of hope for others who find 
themselves with this dreaded affliction. 

With nearly a quarter of a billion dollars of personal funds as seed money, and 
the promise of more where that came from, Jon launched a cancer research 
institute a decade ago and followed up with an accompanying research hospital 
seven years later. Together, they are the centerpiece of his search for controlling, 
if not curing, cancer. 

The Huntsman Cancer Institute and Hospital is a scientifically and 
architecturally stunning complex. The research into identifying inherited cancer 
genes and controlling the disease with early intervention is breathtaking. The 
hospital has the patient’s comfort and dignity foremost in mind. It reminds you 
of a four-star hotel rather than a place where sick people are housed. And it is 
about to double in size. 

Given my own experience with cancer, I am in awe of Jon’s indefatigable 
crusade to conquer this insidious disease. He shakes down pharmaceutical 
companies, federal agencies, and wealthy colleagues; makes political donations 
to Republicans and Democratic members of Congress who vote for cancer¬ 
fighting appropriations; and personally visits patients undergoing chemotherapy. 
When the chemical industry took a nosedive in 2001, he took out a multimillion- 
dollar personal loan to cover his philanthropic pledges until the bottom line 
rebounded three years later. He took his family-owned petrochemical empire 
public in early 2005, in part, to raise additional hundreds of millions for his 
cancer institute. 


(Incidentally, Jon is routing his royalties from this book to the Institute, and I 
know he would most gratefully accept additional donations. The address, should 
you be so inclined, is: Huntsman Cancer Institute, 2000 Circle of Hope, Salt 
Lake City, UT 84112.) 


In Jon Huntsman’s world, giving is a sacred duty. He doesn’t think much of 
billionaires who wait until they are dead to give away their money. I sometimes 
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away his last dollar to someone in need, thus allowing him to leave this world 
the way he entered it. 

But the thrust of More Than Money went well beyond identifying philanthropic 
stars. My heroes are those who squarely faced life’s hurdles, overcame them, 
and did so with class, high principle, and a sense of decency. 

Thanks to Winners Never Cheat, we have been reintroduced to our values 
roadmap. It gives each of us simple directions on how to become a hero. 



Perspective 
From Wayne Reaud 

TRIAL ATTORNEY 

I’m a trial lawyer, and this book could put me out of business. Nobody would be 
happier about it than me. 

Over the past 30 years, I have taken some of America’s biggest corporations to 
court, calling them to task for behavior that threatened people’s health and 
livelihoods. From asbestos makers to tobacco purveyors to computer 
manufacturers, I have fought to make big companies more accountable in their 
business dealings. 

Ordinarily, you would not expect a trial lawyer to be particularly close with the 
CEO of a big corporation. So when people hear that Jon Huntsman and I are 
good friends, and have been for 15 years, they tend to scratch their heads. In the 
ecology of the business world, aren’t we natural enemies? Don’t our respective 
jobs put us at odds with each other? The answer to both questions is no. And the 
reason is simple: Jon Huntsman is not your average CEO. 

Jon is a true rarity in the corporate world: a hugely successful entrepreneur 
whose conscience is as sharp as his business sense, whose word is known as an 
unbreakable bond. From his very first job, picking potatoes in rural Idaho at age 
eight, to his current position of running one of the world’s largest chemical 
companies, he has always put ethical concerns on equal, if not greater, footing 
than his business concerns. 

I could give you a laundry list of things Jon has done—donating record-setting 
amounts to cancer treatment and research, tithing to his church, giving millions 
to colleges and universities—but that still wouldn’t give you a clear idea of why 
he’s so unusual. His ethics go far deeper than simply making donations and glad¬ 
handing for good causes. They are at the core of his being. They are, for him, a 
way of life. 

In Plato’s seminal work, The Republic, he gives us the notion of the ideal leader: 
the “philosopherking.” This is the man who possesses the perfect marriage of a 
philosophic mind and an ability to lead. As Plato wrote: “I need no longer 
hesitate to say that we must make our guardians philosophers. The necessary 
combination of qualities is extremely rare. Our test must be thorough, for the 



soul must be trained up by the pursuit of all kinds of knowledge to the capacity 
for the pursuit of the highest—higher than justice and wisdom—the idea of the 
good.” 

Jon Huntsman has pursued “the idea of the good” all his life and, as his 
corporate track record underscores, he’s more than able to lead. But the true test 
of ethics comes not when a person gives with nothing to lose. It comes when he 
gives with everything to lose. That’s why Jon Huntsman is the right man to do 
this book. And there’s no question that he’s doing it at just the right time. In this 
age of Enron, Tyco, insider-trading scandals, and rampant corporate 
malfeasance, we need Jon Huntsman’s voice and leadership more than ever. 

I hope Jon’s book will remind us all that, like him, you can do well and do good 
at the same time. As a trial lawyer, I want every businessperson in America to 
read this book and take to heart Jon’s example. Maybe then my fellow trial 
lawyers and I would have nothing left to do. 

There’s nothing I’d like better. 
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Ken would like to dedicate this book to his Mom, Dorothy Heidenreich 
Blanchard, who instilled leading with love in his heart at a very young age; 
and to his Dad, Admiral Ted Blanchard, who put these theories into action in 
his many leadership positions. This book is also dedicated to the Founding 
Associates and the dedicated people who have made The Ken Blanchard 
Companies a model of leading at a higher level. 

Colleen dedicates this book to her personal family, most especially her 
dearly departed Mom, Barbara Hennessey Crotty Blanchard (although not 
blood related to Ken and Margie Blanchard, they were most definitely 
kindred spirits in matters of the heart); to her Southwest Airlines Family, 
most especially her mentor, Herb Kelleher; and to the many other wonderful 
folks with whom she has worked and played over the years due to their 
various connections to the two aforementioned families. She has been very 
blessed to have crossed their paths and she thanks them for teaching her 
how important love, support, hope, encouragement, fun, and warm embraces 
are to one’s inner well-being and self-fulfillment. 



Praise for Lead with LUV by Ken Blanchard 

and Colleen Barrett 


“Even the idea of Ken Blanchard and Colleen Barrett creating a book 
together staggers the imagination. As to the result, for the committed reader I 
fully expect it will be a truly life-altering event. This is a wonderful book 
with a wonderful message—it is to be savored and meditated upon and 
implemented.” 

—Tom Peters, New York Times bestselling author of In Search of 
Excellence 

“I LUVVED this book so much that it’s at the top of my Required Reading 
List for everyone I know or anyone who wants to understand what Real 
Leadership is all about. Ken and Colleen have finally incarnated the L word 
into what really counts in the noble process of leading. In their work and 
lives, they are living avatars of their words.” 

—Warren Bennis, Distinguished Professor of Business, University of 
Southern California; author of Still Surprised: A Memoir of a Life in 
Leadership 

“Ken and Colleen are excellent examples of inspired leadership—they lead 
from their souls. When love permeates an organization in this way, great 
things can come from it. You will learn from Ken and Colleen how to lead 
with love, humility, heart, and soul. They have written an inspirational book 
for today’s leaders that will foster personal and professional fulfillment 
along with organizational success.” 

—Deepak Chopra, New York Times bestselling author of The Soul of 
Leadership 

“Lead with LUV is an engaging and real conversation between two 
preeminent thought leaders—one who has pioneered the field of leadership 
development, and another who has piloted one of the world’s best 
companies. When there is so much hype about what makes companies great, 
it’s a real treat to hear an open, candid, and quiet dialogue on the critical 
themes of vision, values, love, and servant leadership. You’ll love the stories 
and the advice; but most importantly, you’ll love the message and the 
honesty. Business needs a whole lot more of what Ken Blanchard and 



Colleen Barrett discuss. Do yourself a favor and read this important book. 
You will feel refreshed, inspired, and filled with more hope when you do.” 

—Jim Kouzes, coauthor of The Leadership Challenge and The Truth about 
Leadership; Dean’s Executive Professor of Leadership, Leavey School of 
Business, Santa Clara University 

“Don’t mistake the simplicity of this book for the punch it packs. Great 
leaders know how to love—a concept that has only been validated over two 
millennia and 40 consecutive years of profitability at Southwest Airlines. 
Barrett and Blanchard invite you into an extraordinary conversation between 
two extraordinary leaders. Don’t miss it!” 

—Kevin & Jackie Freiberg, coauthors of NUTS! Southwest Airlines’ 
Crazy Recipe for Business and Personal Success and BOOM! 7 Choices for 
Blowing the Doors Off Business-as-Usual 

“Lead with LUV presents a lesson in the title itself. Being a fan of both Ken 
Blanchard and Colleen Barrett, I was delighted to listen in on this valuable 
conversation for creating high-performing leaders and teams.” 

—Laurie Beth Jones, author of Jesus, CEO and The Path 

“Twenty-five years ago, when I became the training manager for The Los 
Angeles Times, the publisher asked me what my management philosophy 
was. The Gospel According to Ken Blanchard,’ I replied. Today, as I read 
Ken’s new book, Lead with LUV, I found myself smiling and nodding in 
agreement. Timeless wisdom is just that—timeless. It doesn’t change with 
management fads. Through good times and bad, ‘loving people to success’ 
still delivers the highest dividends. And Southwest Airlines is living proof!” 

—BJ Gallagher, coauthor of A Peacock in the Land of Penguins: A Fable 
About Creativity and Courage 

“As a police chief and a leader in the social sector of our world, I believe 
servant leadership is essential to create and maintain an environment that 
results in productive leaders. It is obvious that if you follow the principles in 
this book, starting with a well-known value system and people with the right 
attitude who are treated the best, those people will pass that treatment along 
to your customers.” 

—Larry Zacharias, Chief of Police, University of Texas at Dallas; retired 
Chief, Richardson, TX Police Department 
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generation share from both their heads and their hearts the lessons they have 
learned—in their businesses and in their lives—about how to lead with 
LUV.” 

—Barbara A. Glanz, speaker and coauthor of The Simple Truths of Service 
“This is leadership at its best. You will love it.” 

—Jim Blanchard, retired Chairman and CEO, Synovus 



Foreword 


Ken Blanchard and Colleen Barrett are a philosophical match made in heaven. 

I was overjoyed to be asked to write this foreword to their remarkable book 
because I passionately share their joint belief that the infusion of love is an 
essential, but oft overlooked, ingredient in any business organization that wants 
to be superlative for a long period of time, rather than just “successful” for a 
limited time. 

Most people are looking not only for monetary security but also for psychic 
satisfaction in their work. That satisfaction is provided in our personal lives by 
the love and affection of family and friends. Why shouldn’t a business simply be 
an enlargement of our circle of family and friends? 

For more than forty years, in her relationships with the People of Southwest 
Airlines, Colleen Barrett has lived the leadership principles extolled by Ken 
Blanchard. She has ensured that no grief goes unattended; that no joy goes 
unshared; that each achievement is celebrated; and that those requiring help 
receive it. 

She has made successes of People who thought they were destined for failure 
and has administered necessary discipline with care, thoughtfulness, 
understanding, and, ultimately, pure and unflinching justice leavened by mercy. 
And, always, her unadulterated focus has fastened on what is good, egalitarian, 
and right for ALL of the People of Southwest Airlines, not just a favored few. 

For those who might think that leading with love is simply “soft management,” 
review the record of Southwest Airlines over the last forty years. In a business so 
fraught with economic peril that the entire domestic airline industry has 
compiled a net loss since its inception, Southwest’s People have produced an 
unprecedented and unparalleled record of job security, Customer satisfaction, 
and Shareholder return. From these results, it can factually and logically be 
concluded that if you seek long continued success for your business 
organization, treat your People as family and 

LEAD WITH LOVE 

Herb Kelleher 

Founder and Chairman Emeritus 



Southwest Airlines Co. 





Once upon a time, there was a remarkable person who was known to lead 
with love. 

Her company succeeded where almost all the other companies struggled 
with problems—from losing money to dealing with disgruntled customers to 
struggling with unhappy employees. 

However, she and her team were remarkably successful. Employees loved to 
work there, customers were loyal, and the company was profitable year after 
year for decades. 

This loving leader did not have a fancy business degree. In fact, she began 
her career as an executive secretary. Yet the founder of the company chose 
her to succeed him as president. When asked why, he said, “Because she 
knows how to love people to success.” 

Perhaps the most remarkable part of this story is that our heroine is a real 
person. Her name is Colleen Barrett, and she is President Emeritus of 
Southwest Airlines. Please enjoy getting to know her through the ongoing 
conversation that you are about to experience. 





What Is Leadership? 


Ken: Colleen, it’s a real honor to talk with someone who leads with love. 
Would you mind if I called you “The Love Manager”? 

Colleen: Actually, Ken, I would mind, even if you spelled it LUV. 

K: LUV? 

C: LUV is our symbol on the New York Stock Exchange. We first started flying 
out of Love Field in Dallas, and our first advertising slogan in 1971 was 
“Southwest Airlines, the Someone Else Up There Who LUVs You.” We also 
had a heart on our first signature line and letterhead. And today, forty years later, 
we still have hearts on our aircraft. So, frankly, if you have a need to put a label 
on what I do, I would prefer that you call me a LUVing Leader. 

K: What do you have against the word manager? 

C: Nothing, really. But as someone said years ago, “You can’t manage a horse to 
water.” So, at Southwest Airlines, although we have Manager titles, we prefer to 
use the word Leader because we want all our People to realize they have the 
potential to be a Leader; they can make a positive difference in anyone’s work 
and life, regardless of whether they are in a management position. So we try to 
hire Leaders, no matter what role we want them to fill. 

Talking about the roles People fill, in our internal Company communications, we 
highlight People’s different roles by capitalizing their designation as well as 
their title. So anyone reading this conversation will notice that, when we refer to 
Southwest Airlines, not only are Pilot and Mechanic capitalized, but also words 
such as People, Employee, Leader, Customer, and Company. This is part of what 
our People call “Colleen’s Bible.” 

K: I’m glad you said part of “Colleen’s Bible,” because I also know that 
some words that are normally two words or hyphenated words, such as 
bottom line, team player, or check-in, appear as one word in your “Bible.” 
Because that might drive our non-Southwest readers crazy, we’re not going 
to do that. 

C: You mean I don’t always get my own way? 



K: No, because this is a coauthored work, and we don’t want to send our 
editors into a tizzy. 

C: Oh, all right. Geez Louise. 

K: Colleen, I hope that everyone eavesdropping on our conversation will get 
the point you were making before we were interrupted with “Bible” talk: 
Everyone has the potential to be a leader and have a positive influence on 
people they meet The reason I reiterate this point is that when I ask groups 
of managers around the country, “How many of you think you are a 
leader?” fewer than a third of them raise their hands. 

C: Do you know why? Because somehow they think leadership is all about 
having a position or a title; therefore, leadership is something that is limited to 
only a few people—often top managers such as CEOs or presidents. I think 
Leadership is a way of life. All of us can be Leaders, both at work and in our 
homes and communities. 

K: So we agree, then, leadership is an influence process. 

Anytime You Seek To Influence The 
Thinking, Behavior, Or Development 
Of People In Their Personal Or 
Professional Lives, You Are Taking 
On The Role Of A Leader 

C: That statement makes me happy, because if you continued to call me The 
Love Manager, we wouldn’t have had a very good conversation. I consider 
myself a Leader, not a manager. 


V Stop and Think 

In the past, have you considered yourself a manager or a leader? If 
you have thought of yourself as a manager, how do you feel now, after 
sitting in on our conversation? If you accept our belief that you are a 
leader, who are you able to influence the most in your daily 
interactions at work, in your home, or in your community? 


K: When people have such strong feelings about leadership. I’m always 




interested in where those feelings came from. I love to ask people, “Who 
had the greatest impact on your life and who you are as a leader?” Hardly 
anyone ever mentions a manager or supervisor at work. They talk about 
their mother or father, a grandfather or uncle, or even their spouse or a 
friend. 

C: Bingo. When I think about who influenced my life the most as a Leader, I 
think of my Mother. She, more than anyone, taught me how to lead with love. 



Celebrating Successes 


K: Your Mother "done well!” I think your whole approach to leading and 
motivating People is about love. Don’t you send out thousands of letters 
every year to your People, celebrating their successes and praising them for 
their efforts? That sounds pretty loving to me. 

C: I guess it is, but I never did that all by myself. We have a small Internal 
Customer Care Team that, together with my personal staff, helps the Executive 
Office keep track of every Employee’s birthday, Company anniversary, the birth 
of children, and other important events. This Team makes sure that cards go out 
for nearly every occasion. Our office sends out more than 100,000 cards 
annually. Many of our Officers hand-write several thousand notes each year. 
Besides being loving, we know this is meaningful to our People, because we 
hear from them if we miss something significant in their lives, like the high 
school graduation of one of their kids. We just believe in accentuating the 
positive and celebrating People’s successes. 

To sustain our Company Culture, we cheer People on all the time. We celebrate 
little things, big things—we celebrate everything! Although we do have some 
formal celebrations, a lot of them are informal, spontaneous celebrations that 
cost little or no money. For example, just giving People chocolates when 
something good has happened can make them feel like you’ve given them a 
million dollars. What’s important is the fact that you’re honoring them and 
acknowledging that what they do makes a positive difference. In the process, 
you are making heroes out of them. You are letting them know that you love 
them for their efforts and you want everybody to celebrate their success. 

K: That’s why I think you and I are soul mates, Colleen, because that’s one 
of my core beliefs, too. If someone said to me, “Ken, from now on you can’t 
teach anything you have taught or written about in the past except one 
thing; what do you want to hold onto?” I know exactly what it would be. I 
would want to continue to share the belief that the key to developing people 
and creating great organizations is to catch people doing things right and 
accentuate the positive by praising them.- It’s all about celebrating a 
success that someone or a team has had. Celebrating successes has been a 
key part of my own leadership for a long time. 


One other thing that’s important about your philosophy, Colleen, is that 
you don’t praise your People just for showing up; you celebrate specific 
things they have done. As Spencer Johnson and I emphasized in The One 
Minute Manager®, when it comes to One Minute Praisings, just wandering 
around and telling people, “Thanks for your effort,” without being specific, 
has little meaning. But when you say to a woman who reports to you, “I just 
read your operational analysis report, and let me tell you, it was so clear. I 
loved the recommendations you made, particularly the cost-cutting 
suggestions. They will not only help us contain our costs, but also improve 
our efficiency”—that person will know you’re sincere and really know what 
she is doing. The same approach works at home. “Alec, your mother 
showed me your report card. Three As and two Bs. Way to go! That’s a real 
improvement from last semester.” 

C: We also try to make any cheering of People timely—as close to the event or 
performance as possible. I know that is another important element of a One 
Minute Praising. 

K: It sure is. If a long time elapses between when someone does something 
right and when it is noticed, the praising loses its luster. 

C: People hate waiting until their annual performance review to get all the good 
news or bad news. 


^ Stop and Think 

Are you tired of all the praisings you get at work? At home? Do you 
wish people would lay off? Most folks laugh when they are asked 
those questions, because the reality is that catching people doing 
things right and celebrating their successes is not common practice at 
work, at home, or anywhere else. How are you doing with praising 
your people and celebrating their successes? When you get home at 
night, do you wander around and see what went right during the day? 
Try it with your people and your family, and they will be thrilled. And 
always remember to be immediate and specific. 


K: Colleen, tell me: If you lead with love, how do you handle bad news— 
when someone is doing something wrong? 





C: That’s where another kind of love comes in. Some call it “tough love” 
because it may look like you are being tough. But I think sometimes the most 
loving thing you can do is to be straight with People when they are getting off 
course. Let me give you some examples: 

• I had to let a personal staff member go because she did not display Golden 
Rule behavior with her peers. She played well “up” the ladder, so to speak, 
but not as well with folks she perceived to be at or below her position 
level. Her skills were top notch—it took two people to replace her—and it 
was very difficult for me. But it obviously had to be done. 

• One of my best friends at work, who was also an exemplary Employee, 
had very little respect for her new boss and was becoming a different 
person from the one I had admired and loved. In a challenging 
conversation, I had to let her know that her supervisor would be staying in 
place for at least a couple of years and that if she couldn’t find a way to 
recapture her once-positive attitude and make it work with him, she needed 
to leave. 

• I’ve often had to tell good friends that I couldn’t write them letters of 
recommendation or that I couldn’t intercede regarding disciplinary action 
because my review of the facts didn’t warrant those favors. 

• Like most Leaders, I’ve been in a position over the years of having to 
support involuntary terminations due to circumstances. But in several 
cases I have been able to continue close personal relationships with these 
same folks after they left Southwest. 

K: It sounds like you certainly don’t let poor behavior or performance go 
unnoticed. 

C: Absolutely not. And it’s never easy or pleasant. But after dealing with it, if 
the person is still part of our Team, I watch him or her closely so that, as soon as 
possible, I can catch that person doing something right. I prefer praising and 
celebrating successes to dealing with problems. 


V Stop and Think 

How do you deal with inappropriate behavior or performance? Are 
you a seagull manager—do you fly in, make a lot of noise, dump on 
people, and then fly out? Or do you deal with people in a straight and 
loving way as soon as you observe inappropriate behavior? Is this an 




area where you need some work? 




Having Mentors 


K: Where did your addiction to celebrating People’s success and praising 
their efforts come from, Colleen? 

C: Once again, I would have to say it was from my Mother. She had a huge 
heart. She not only loved and cared for people, she respected them. Although she 
didn’t actually use the expression, she modeled The Golden Rule: 

Do Unto Others 
As You Would Have Them 
Do Unto You 

Mom’s guiding belief in life was that if you are good to others, others will be 
good to you. As long as you were respectful of others and treated people the way 
you would like to be treated, you would get that back in kind. 

As a result of my Mother’s influence, my biggest expectation with our People is 
that they be egalitarian in nature. When I use the word egalitarian, I mean that 
everybody has the right to be treated with respect, and everyone should be 
required to treat others with respect. And, perhaps more importantly, everyone 
has an equal opportunity to contribute to the overall success and well-being of 
the Company. 

Our mission at Southwest is “dedication to the highest quality of Customer 
Service delivered with a sense of warmth, friendliness, individual pride, and 
Company Spirit.” But you don’t have to know the mission word for word if 
you’re an Employee—although most can probably quote it to you—as long as 
you know that the number-one expectation is that you will practice The Golden 
Rule every day in a loving way. 


“Colleen teaches us that 
love is what matters and that 
you have to lead with your heart 
and know that the heart 
will take you in the right direction.” 

—Kevin Krone, VP Marketing, Sales, and Distribution 




K: How did your Mother teach those values to you? 

C: Using your terms, Ken, she constantly caught me doing things right. In fact, I 
have a great story about my cheerleading Mom. 

A few years ago, I received a special airline industry award, the Tony Jannus 
Award. I was the first female to receive it, so I felt honored. But I don’t like 
having attention called to myself; I just hate the limelight. At this formal 
gathering, there were some five hundred people in the audience, including all the 
honchos of the airline and aviation industries. Also in attendance were a few 
special friends like Kevin and Jackie Freiberg, who together wrote Nuts,- a 
wonderful book about the People of Southwest Airlines. I also invited my baby 
brother (my other brother had died many years earlier at the tender age of 21) 
and other relatives, a number of whom I hadn’t seen in years. My family isn’t 
very large anymore, so all of them were seated in the front at one table. 

I’m not in the habit of making prepared remarks. But Herb Kelleher, the Founder 
of Southwest Airlines who had received this particular award years earlier, told 
me that for this event I had to have prepared remarks. It was that important. I 
fretted for a week. I really worked on these remarks and was finally satisfied. On 
the night of the awards ceremony, I didn’t even dare have a glass of wine. I sat 
through the big presentation with this award hanging over my head. It felt like it 
weighed about five hundred pounds. Finally, after I was introduced, I went to the 
podium to make my remarks. Unbeknownst to me, my brother had snuck in 
twelve cowbells. As I was about to speak, my whole family stood up and rang 
those cowbells. 

When that happened, my first response—besides getting really choked up—was 
to think: Oh my gosh, now all these people are going to realize that I am nothing 
but a hick from the sticks of Vermont! Then I just lost it. I got so choked up that 
I could not talk, nor could I see the words of my prepared remarks. So I skipped 
my prepared remarks and just talked from my heart, as I am prone to do. I was 
emotional as I explained that the rowdy group with the cowbells was my family. 
Then I told them the significance of the cowbells. 

When I was growing up in Vermont, we didn’t have much of anything, but we 
had a lot of love in our family. We lived on top of a hill in a little house. There 
was really no place to play, so we had to go across to a cemetery that was 
parallel to our road. When it was time for us to come in from playing in the 
cemetery, my Mother would ring an old cowbell. 


Over the years, this foolish cowbell became like an announcement of anything 
that was important in our family. For example, if somebody got an A on their 
report card, Mom would ring the cowbell. Or if we had company coming, my 
Mother would go out and ring the silly cowbell. The people on the street never 
knew what was going on, but when they heard the cowbell, they knew 
something was going on at the Crotty (my maiden name) household! When our 
house burned down, that foolish cowbell was burned to the point that it didn’t 
work. So Mom kept the old cowbell, got another one that worked, and the 
tradition went on. She did this until she died. 

After that awards night, Herb said that my acceptance was the best speech I’d 
ever made. My values showed through. 

K: I wish I had been there. It must have been a hoot. It sounds like Herb 
Kelleher has been an important role model for you, too. 

C: He has, Ken. In the world of work, I couldn’t have had a better teacher, 
coach, or mentor than Herb. At the beginning of my career when I first met 
Herb, he had been at his law firm for ten years and had never had a full-time 
secretary. He just sort of went around and passed out his work, and whoever was 
available typed it. He also had not opened a single file. That was when I knew 
that he really needed me. He literally had two offices at this law firm: one that he 
worked in, and another that had no furniture whatsoever—only files and stacks 
of paper all over the floor. You cannot imagine what a mess it was. So I thought, 
as his executive secretary, I would save him, and I guess you would say the rest 
is history. 

Herb and I are so different. It truly is a miracle that we’ve survived forty-plus 
years of working together, but I think it’s because we’re so different. Herb is 
really brilliant and incredibly visionary. And back then, especially, he would see 
the vision but he wouldn’t have any idea how many steps you had to take to get 
there; he would just want it done. At that time, I was pragmatic and systematic 
and quite organized. So that’s how our team, or partnership, started. 

For many years as Herb’s executive secretary, I was so naive and inexperienced 
that I don’t think I appreciated what he was doing for me when he took me under 
his wing. All Herb ever really wanted to do was practice law. He didn’t want to 
mn an airline. It’s just one of those things that evolved and happened. But he had 
a small group of five people (two lawyers, a law clerk, and me), and anything 
that he did, we did. I didn’t know that that was unusual. If he went to 
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clerk. Whatever he did, we did. He always included us. We were all part of the 
team and part of the family. Herb was there to serve us, and we were there to 
serve him. 

“The first word that comes to mind is family. 

You know—you treat your family the way 
you want to be treated; 
you care for them; you respect them. 

And everywhere I go in my travels, 

I see that in Southwest Airlines Employees. ” 

—Southwest Customer Eric Krueger 



V Stop and Think 


Take a minute to think about the people who have most influenced 
your thinking, behavior, and development as a leader. What did they 
do that impacted you, and where does that show up today in your 
various roles as a leader? Remember that sometimes negative 
influencers can be helpful, too. They model what not to do as a leader. 
Have you had any of those kinds of influencers in your life? 





Servant Leadership Is Love in Action 


K: Colleen, talking about serving, I think you are a Servant Leader. Servant 
Leadership is love in action—and that’s what you and Herb have been 
doing at Southwest for forty years. 

C: I appreciate your calling me a Servant Leader, Ken, but when I mention that 
term to people, they often associate it with soft management. If I were to add 
that Servant Leadership is love in action, they would freak out! Love isn’t a 
word that’s used too often in corporate America. In fact, we’ve received some 
push-back about the very subject of this book. 


^ Stop and Think 

What was your first reaction when you read “Servant Leadership is 
love in action?” Did you think about putting the book down, or were 
you excited to read on? Be honest! 


K: You’re right. Most people don’t think love and leadership go together. 
Therefore, they want to know how we can lead with love. I think life 
constantly presents us with opportunities to choose love and serve one 
another, especially in our roles as leaders. Someone asked my wife, Margie, 
“You have been married to Ken for more than forty-five years. What do 
you think leadership is all about?” Margie nailed it. She said, “Leadership 
is not about love—it is love. It’s loving your mission, it’s loving your 
customers, it’s loving your people, and it’s loving yourself enough to get out 
of the way so other people can be magnificent.” 

C: Ken, you certainly married above yourself. I’m always blown away by 
Margie’s wisdom. Indeed, we have tried to practice what she is saying 
throughout our history. 

Most airline employees won’t proudly confess in social settings that they’re 
airline employees, because people always have an airline story, and it’s usually a 
bad one. But we are really blessed. Nine times out of ten, if we say that we work 
at Southwest, people have a story about us, and it’s a good one. The stories are 
filled with love and exemplify The Golden Rule in action. That makes me really 





proud, uet me ten you one or many memoraote ^outnwest Airlines love stories. 


A few years ago, we lost a much-loved Line Mechanic from Dallas, Roger 
Elliott, to cancer. Traditionally, Southwest has not shipped human remains, but 
we will do it for family members if there’s a special need. So, because it was the 
right thing to do, we made plans to ship Roger’s body from Dallas to his family 
in Detroit. 

On the day Roger’s body was going to be taken home from Love Field, we 
happened to be having a meeting in the downstairs training room at our 
headquarters in Dallas. One of the Mechanics in the room came over to me and 
said, “Colleen, Roger’s plane is leaving in about ten minutes.” He asked me if it 
was okay to leave the meeting for a few minutes to go out and stand at the fence. 

Now, this was during the most brutal heat of the summer—hot enough that I 
usually don’t go outside for ten minutes because I react poorly to heat. But I 
said, “Of course. We’ll all go.” So we did. There were over a hundred of us. 

As luck would have it, there was a huge thunderstorm in Houston, where 
Roger’s plane had to fly to on its way to Detroit. We pushed the plane back in 
Dallas and gave it a military-style salute, which was touching. Then the plane 
was put on a ground hold and it sat, and sat, and sat on the runway. It was so hot 
that one young woman actually fainted and was taken off by ambulance. Yet 
nobody went back inside. I mean, no one. I’ll bet we stood out there for forty 
minutes. We actually missed an entire presentation in the meeting. 

Some of the People standing at that fence didn’t know Roger Elliott at all. In 
fact, some of them had never met the man. But he was one of our own, so when 
a few folks cried and started singing “Amazing Grace,” everyone joined in. I 
received grateful notes from Roger’s relatives who were on the airplane, 
watching us through the windows. They couldn’t hear the words we were 
singing, but they understood right away what was happening, and it deeply 
touched them. They could feel our love. 



Understanding Servant Leadership 


C: That’s what Servant Leadership is all about. So it makes me sad when people 
hear the term Servant Leadership and, as you have said, they think you’re 
talking about la-la land where the inmates are running the prison or trying to 
please everyone. 

K: The problem is that they don’t understand leadership or, more 
importantly. Servant Leadership. They think you can’t lead and serve at the 
same time. Yet you can, if you understand that there are two kinds of 
leadership involved in Servant Leadership: strategic leadership and 
operational leadership. 

Strategic leadership has to do with vision/direction. It’s the leadership part 
of Servant Leadership. The focus for strategic leadership is the “what” that 
ensures everyone is going in the same direction. This is all important 
because: 


Leadership Is About 
Going Somewhere — 

If You And Your People Don ’t Know 
Where You Are Going , 

Your Leadership Doesn ’t Matter 

Alice learned this lesson in Alice in Wonderland when she was searching for 
a way out of Wonderland and came to a fork in the road. “Would you tell 
me, please, which way I ought to go from here?” she asked the Cheshire 
Cat. “That depends a good deal on where you want to get to,” the cat said. 
Alice replied that she really did not much care. The smiling cat told her in 
no uncertain terms, “Then it doesn’t matter which way you go.” 

C: We’ve always tried to make sure everyone knows where we are heading. 
Then, of course, we had to make it all happen. 

K: In essence, that’s what operational leadership is about: implementation 
—the “how” of the organization. This is the servant part of Servant 
Leadership. It’s what leaders focus on after everyone is clear on where they 
are going. It includes policies, procedures, systems, and leader behaviors 
that cascade from senior management to frontline employees and make it 



possible for the organization to live according to its vision and values and 
accomplish short-term goals and initiatives. These management practices 
create the environment that employees and customers interact with and 
respond to on a daily basis. 

C: As Julie Andrews sang in The Sound of Music, “Let’s start at the very 
beginning—a very good place to start...” I’d love to hear what you think 
effective strategic leadership involves, Ken. 



The Triple Bottom Line 


K: It’s all about having the right target—the triple bottom line,- a 
compelling vision, and short-term goals and initiatives. 

C: Slow down a minute, Ken. I have a sense of what the triple bottom line is, but 
what does it mean to you? 

K: If you don’t mind, I would love to hear your philosophy first, Colleen. 

C: All right. Our entire philosophy of Leadership is quite simple: Treat your 
People right, and good things will happen. When we talk to our People, we 
proudly draw a pyramid on the chalkboard and tell them: You are at the top of 
the pyramid. You are the most important Person to us. You are our most 
important Customer in terms of priority. Therefore, I am going to spend 80 
percent of my time treating you with Golden Rule behavior and trying to make 
sure that you have an enjoyable work environment where you feel good about 
what you do, about yourself, and about your position within this Company. But 
if I do that, what I want in exchange is for you to do the same thing by offering 
our Passengers—who are our second Customer in terms of priority—the same 
kind of warmth, caring, and fun spirit. If you do that consistently, our Passengers 
will recognize how significantly different this is from the behavior they witness 
at other businesses, and they will come back for more. 

If they come back often enough and become loyal Customers, they will tell 
stories about us to their friends. Then we’ll make money, which keeps your job 
secure and pleases our third Customer in terms of priority, which is our 
Shareholder—thus a win-win for all concerned. 


V Stop and Think 

Southwest puts their employees first, their customers second, and their 
shareholders third. How does your top management prioritize these 
three? It might not be as explicit as Southwest, but you know the 
ranking, don’t you? 


K: Colleen, you nailed it. A Servant Leader’s energy is focused on not just 




the financial bottom line, but on three bottom lines: being the employer of 
choice, the provider of choice, and the investment of choice. 

I recently read a wonderful thought from the Dalai Lama.- He said that 
companies are living, complex organisms—not profit-making machines. 
Therefore, profit shouldn’t be the object of a company, but rather a result 
of good work. Just like a person can’t survive for long without food and 
water, a company can’t survive without profits—but no one would ever 
reduce the purpose and significance of human life to only eating and 
drinking. 

Servant Leaders know that financial success is a byproduct of how their 
people and their customers are treated. I think we both believe, don’t we, 
Colleen, that: 


Profit Is the Applause You Get 
For Creating A Motivating 
Environment For Your People 
And Taking Care 
of Your Customers 

C: I certainly do believe that, Ken. In fact, thanks for making the order of 
importance the Southwest Way. I think one of the problems with some leaders in 
business today is that they act like there’s only one reason to be in business—to 
make money. They forget about their people and their customers. 

K: I have a dream that someday there will be a list of “Fortunate 500” 
companies.- Right now. Fortune 500 companies are all about size and 
volume. For a company to be a “Fortunate 500” company, it would not only 
have to be profitable but would also need to have passionate, empowered 
people and loyal customers. If the company missed its numbers one quarter, 
the stock price might fall, but only a few points if its people and customers 
were loyal and loved the company. Companies that should be slammed on 
Wall Street are those that not only perform financially below projections 
but also those whose people are not engaged and whose customers are not 
loyal. 


“I always wanted to work for Southwest Airlines. 
When I started working in the airlines, 
that’s where I wanted to go. 



I had to wait five years to get on with them 
but it was well worth the wait. ” 

—Tom McClane, Phoenix Aircraft Mechanic 


Employer of Choice 

C: I buy what you’re saying, Ken. I think the goal of every company should be 
to be the employer of choice, the provider of choice, and the investment of 
choice. As you know, I think the entire success of a company begins with being 
the employer of choice. So let’s start there. 

K: Being the employer of choice today is challenging. With highly mobile, 
competent workers in demand, employers must find ways to attract and 
keep their best people. Good pay is no longer the only answer. It’s true that 
some competent workers will go elsewhere for a higher wage; however, 
today’s workers generally want more than pay. They seek opportunities 
where they feel that their contributions are valued and rewarded—where 
they are involved and empowered, can develop skills, can see advancement 
opportunities, and can believe they are making a difference. 

C: We’re so proud of our consistently low turnover rate. Combined voluntary 
and involuntary turnover has hovered around 5 percent for the past 25 years, and 
our voluntary turnover rate has always been 3 percent or less. This is truly 
incredible when you realize that turnover for the transportation industry as a 
whole has been in double digits for the last decade, with peaks ranging around 
the 20 percent mark. 

We try in every way to let our Employees know they are important and are 
empowered to make a positive difference on a daily basis. That’s one of the 
reasons why, in our corporate headquarters in Dallas, there is a huge inscription 
on the glass elevator wall in our lobby that says: 

The People of Southwest Airlines 
are the creators of what we have 
become—and of what we will be. 

Our People transformed an idea 
into a legend. 

That legend will continue to grow 
only so long as it is nourished — 




by our People’s indomitable Spirit, 
boundless energy, immense goodwill, 
and burning desire to excel. 

Our thanks—and our love—to the 
People of Southwest Airlines for 
creating a marvelous Family and 
a wondrous airline! 

K: I know how central that is to your way of thinking, Colleen. That’s why I 
laughed out loud when I saw the sign on your office door that says: 

I can only please one person per day. 

Today is not your day. 

Tomorrow doesn’t look good either. 

My wife Margie says I have an unusual sense of humor. I think you might 
have one, too! 

C: We do think it’s very important to always show a healthy sense of humor. 
We’ve told new hires the same thing for years—we want them to take our 
business seriously, but we don’t want them to take themselves too seriously. I 
hope all of our People know how central they are to any success we’ve had. 

We often say that other airlines can copy our business plan from top to bottom, 
but Southwest stands apart from the clones because of our People and how we 
treat them. But I would still wager that if another company somehow managed to 
hire all of our fantastic People, that company might see its best performance but 
still wouldn’t match up to Southwest. 

K: Why? 

C: Because the new employer wouldn’t possess the Southwest Culture—the 
secret sauce, if you will, of our organization. That Culture motivates and sustains 
us. So, for many of us, being part of our Company is not just a vocation—it’s 
truly a mission. I don’t dictate the Culture; none of our Officers do. Rather, it 
stems from the collective personality of our People. And they are what make us 
the provider of choice in the airline industry. 


^ Stop and Think 
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to ten (high) scale on being the employer of choice? What can you do 
to improve your score? 


Provider of Choice 

K: It isn’t easy to be the provider of choice in today’s marketplace. 
Competition is fierce as new competitors emerge unexpectedly. Customers 
are more demanding because they have many more options at their 
fingertips. They expect to get what they want when they want it, and they 
want to have it customized to suit their needs. The world has changed in 
such a way that today the buyer, not the seller, is sitting in the driver’s seat. 
These days, nobody has to convince anybody that the customer reigns. 
People are realizing that their organizations will go nowhere without the 
loyalty and commitment of their customers. Companies are motivated to 
change when they discover the new rule: 

Today 

If You Don ’t Take Great Care 
Of Your Customers, 

Somebody Else Will. 

C: That’s for sure! So great Customer Service has to be top of mind for all of 
your People. We emphasize that all the time. I love the way you and Sheldon 
Bowles challenged us all to create Raving Fans®, not simply satisfied 
customer s.- 

K: We think enthusiastic Raving Fan customers make your business a great 
business. Today you can’t be content to simply satisfy customers. Raving 
Fan customers are customers who are so excited about the way you treat 
them that they want to brag about you—they become part of your sales 
force. Let me give you a simple yet powerful example of this, from an 
experience I had personally with your airline. 

What usually happens when you call most airlines to either make or change 
a reservation? You get a recording that says, “All of our agents are busy 
right now, but your business is very important to us, so please stay on the 
line and we will be with you as soon as possible.” Then the music starts. You 
could be on hold for who knows how long, sitting and waiting to talk to a 
human being. Recently, I called Southwest to change a reservation. 



Normally at Southwest, a human being picks up the phone. This time, a 
recording said, “I’m sorry, our Customer Service Agents are all busy right 
now; but at the beep, please leave your name and telephone number, and we 
will call you back within ten minutes.” So that’s what I did. What do you 
think happened a few minutes later? My cell phone rang, and this pleasant 
voice said, 

“Is this Ken Blanchard?” 

I said, “Yes.” 

“Ken, this is Bob from Southwest Airlines. How may I help you?” 

Colleen, I’ve never had that experience with any other airline. How did you 
make that happen? 

C: That’s a feature that’s available to all airlines. It’s called virtual queuing. It 
helps us handle our heaviest calling times without lowering our Customer 
Service standard. 

K: Why would Southwest use such a feature when no other airline seems to 
be doing it? 

C: We’re always looking for service capabilities that far exceed those of the 
competition, and that even exceed Customer expectations. Being called back by 
an airline? It was beyond most Customers’ belief. Yet we routinely try to do the 
unexpected so we can then enjoy the growth and good reputation generated by 
Customers like you, Ken, who have spontaneously joined our sales force by 
bragging about us. 

We recognize that the publicity we get from stories our Raving Fan Customers 
share about how our Employees treat them is more valuable and revenue¬ 
generating than advertising. Here are a few examples: 

Our Flight Crews are always thinking of creative ways to make flights 
interesting and fun for our Passengers. I think a lot of them must have colored 
outside the lines when they were children. 


Dear Southwest, 

I want to tell you about an experience I had recently that made me fall in 
love with you guys all over again. I was on Flight 3077 from San Diego to 



Denver when the flight attendant made an unusual announcement. 

“Okay, folks,” he began, “I gotta be honest with you. It’s been a really long 
day for us. To tell you the truth, we’re tired. ” 

A few passengers giggled at that. These Southwest people were funny. 

“Ordinarily,” the flight attendant continued, “this is the part of the flight 
when we announce that we’ll be passing out peanuts and crackers for you 
all to snack on. But as I said, we’re tired. So instead of passing them out, 
we’re going to put them in a big pile up here at the front of the plane. When 
the plane takes off, the peanuts are going to slide down the center aisle. If 
you want some, grab ’em. ” 

There were a few more chuckles from the passengers—including me—as we 
fastened our seatbelts and prepared for take-off. I assumed he was joking. 

I assumed wrong. The flight attendant dumped an ankle-high pile of 
packaged peanuts into the center aisle. Thanks to the law of gravity, when 
the plane took off at a steep angle, those peanuts began sliding toward the 
back of the plane. 

What an icebreaker! Everybody started laughing. People in the aisle seats 
grabbed peanuts and passed them over to passengers who stretched out their 
hands. 

“You thought I was kidding?” the flight attendant asked over the 
loudspeaker. “LOT, ” he deadpanned. 

I only wish I could have videotaped the rest of that flight attendant’s 
performance, because it was better than many of the shows I’d seen at 
comedy clubs. I reached Denver feeling happy and hopeful about the human 
race. That’s a lot of value for one flight, which is why I remain a loyal 
Southwest fan. 

—Customer M. Carroll Lawrence 

We consider it a privilege to acknowledge the service of the brave men and 
women on active duty in our armed forces. It’s the very least we can do. 

Dear Sir/Madam, 

I am writing to comment and gratefully acknowledge the fine service my 
husband and I recently received on one of your planes. 



My husband returned to Norfolk, Virginia, after being deployed in Iraq for 
one year. Our flight home from Baltimore to Long Island was the last leg of 
a long journey for him. This flight became an unforgettable, beautiful 
memory for us both. 

Your employee, a flight attendant named Sandra, took the time and effort to 
not only thank my husband for his service but asked that everyone on the 
plane do the same before exiting by allowing us to get off the plane first. As 
we began to exit, the passengers clapped, thanked, and congratulated us. We 
both began crying during Sandra’s detailed announcement about my 
husband’s service and our life together, and continued crying as we made 
our way up the aisle of the plane. It was such a relief to finally believe that 
someone appreciated the sacrifices we, and our children, had made. 

As touched as we were by what went on inside the plane, we were floored to 
find that your employees on the ground were waiting outside the plane to 
present my husband with a bottle of champagne as well as their thanks. I 
was extremely touched when one of the Southwest employees turned to me to 
say, “Let me also thank you for what must have been a difficult year. ” 

As we entered the gate area, every person waiting at the gate to depart stood 
and applauded the safe return of a man they had never met, based solely on 
the actions taken by Sandra. 

Please extend our greatest appreciation for Sandra’s creation of our 
treasured memory, which will last a lifetime. 

—Customers Deborah and Peter Ellison 

Going out of their way to help a Customer in need is all in a day’s work for our 
People. 

Dear Southwest, 

I am writing to relay my deep appreciation for the care exhibited by one of 
your flight attendant, Dina A. I am an extremely fearful flyer and try to avoid 
it whenever I can. On July 3,1 needed to fly alone to Chicago for a family 
funeral. Dina was the reason I was able to make it! She helped me talk to the 
pilots before we took off, sat with me for parts of the flight, and was a warm, 
supportive, and reassuring presence throughout. She never made me feel 
silly or ashamed of my fear. She was like a dear friend who knew all the 
right things to say. I hope you will pass along my deep gratitude to Dina. I 



will be forever grateful for her kind patience. 

—Amy, a Raving Fan Customer 

As a Mother, I can’t imagine anything more important than knowing my child 
would receive tender loving care if he needed to fly alone. 

Dear Southwest Airlines: 

I’m writing to thank you for the excellent service Southwest has provided our 
family. Our 11-year-old son has traveled several times with you as an 
unaccompanied minor, and it is always uneventful. Recently he once again 
geared up for a flight to grandma’s house. When the second leg of the flight 
was delayed, we got a call from him letting us know. It was a nice touch 
when the pilot came on the phone and let us know the exact situation and 
reason for delay. We were surprised the captain took the time to speak to us 
personally. We instructed our son to eat the snacks we had sent with him 
since dinner would be delayed, and not to get in the crew’s hair while they 
were grounded. 

Imagine our surprise when we later found out that the captain took our son 
to dinner with the rest of the pilots to the airport McDonald’s. For an 11- 
year-old, hanging out with the pilots was really cool! The captain could 
have easily left someone to babysit our son while they got dinner, but by 
including him, it made his day. 

Southwest has once again confirmed that it is a people-oriented, truly 
friendly operation. We will keep coming back. 

—Customers Kristine and Glen Smith and son Nico 

K: Wow! Those are great Raving Fan Customer Service stories. Keeping 
your customers happy is definitely one of the best ways to ensure that the 
cash is flowing. 


^ Stop and Think 

Where would you rate your organization or department on a one (low) 
to ten (high) scale in terms of being the provider of choice? Do you 
have any great customer service stories that have become legendary 
around your organization? 




Investment of Choice 


K: That leads me to the third aspect of the triple bottom line—the 
investment of choice—which Southwest certainly has been for the past four 
decades. To me, the financial success of an organization is a function of 
revenue minus expenses. You can become more financially sound either by 
reducing costs or increasing revenues. Let’s look at costs first, because in 
today’s competitive environment, the prize goes to those who can do more 
with less. 

C: Unfortunately, many organizations are deciding that the only way for them to 
manage costs and be financially effective today is to downsize. There’s no doubt 
that some personnel reduction is necessary in large bureaucracies where 
everyone has to have an assistant, and the assistant has to have an assistant. Yet 
downsizing is an energy drain, and it’s by no means the only way to manage 
costs. We started with a pared-down, efficient organization and have stayed that 
way, so downsizing has not been a big issue. 

K: I applaud you for that, Colleen. You also do another thing very well: 

You treat your People as your business partners when it comes to managing 
costs. 

Treating your People as your business partners is particularly important in 
uncertain times. I was blown away when I had the privilege of being at a 
meeting of all of Southwest’s key Leaders during the spell of sky-high gas 
prices in 2008. Gary Kelly, your Chairman, President, and CEO, was open 
with everybody about how this was impacting the financial bottom line, and 
he solicited everyone’s suggestions and help. It appears to me that, to your 
leadership, your People are your business partners. That philosophy 
certainly is not universal throughout corporate America. Why? Because 
most corporate leaders do not believe an important truth that the 
leadership at Southwest practices, which is: 

If You Keep Your People Well Informed 
And Let Them Use Their Brains, 

You ’ll Be Amazed At How 
They Can Help Manage Costs 

C: I am proud of the cost-cutting savings that have come from treating our 
People as our business partners. Let me give you some examples. 



One of our Flight Attendants suggested we take our logo off our trash bags, 
which had been color printed—this saved us about $100,000 a year. Our Flight 
Attendants also noticed how many fresh lemons were going to waste on every 
flight because very few Passengers asked for them, so we eliminated lemons and 
have saved a lot of money that way. One of our biggest cost savings occurred 
when some of our Employees, on their own, built the www.southwest.com 
website, which saved hundreds of thousands if not millions of dollars. And an 
extraordinary example of our People helping the Company was during Desert 
Storm, when the cost of fuel was very high. Our Employees came up with a 
program called Fuel from the Heart, whereby they could sign up to have a 
certain amount of money withdrawn from each paycheck to help the Company 
with the cost of fuel. 

K: Great stuff, Colleen—particularly that last one. So the key is to first 
treat your People as your business partners. Then they will trust you and 
want to help the Company manage costs. 

C: We’ve certainly found that to be true over the years. 


V Stop and Think 

In these tough economic times, how have you managed costs? Were 
your people treated as business partners in this area? 


K: Let’s switch gears now. If you listen to your People and make them your 
business partners when it comes to managing costs. I’ll bet, if given the 
chance, they can help you with revenues, too. 

C: They sure can. For example, Ken, I know you have been the beneficiary of a 
new Customer initiative called the Business Select Fare, which was an idea 
generated by Southwest Employees. This is focused on Customers who don’t 
mind spending a little extra money so they can be among the first fifteen 
Customers to board, ahead of almost everybody else, along with a few other 
perks. 

K: Like a free drink! I’ll bet Business Select has brought in significant new 
revenue for you all. 

C: You’d better believe it. That program has generated millions of dollars since 
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We think having our People help generate revenue ideas is so important, we 
formed a Grow Revenue Strategy Team in 2001 that carried on, in a more 
structured way, our tradition of listening to suggestions from Employees. This 
team consisted of individuals from several departments as well as our Executive 
Planning Committee. Over the years they implemented many revenue-generating 
ideas including our Early Bird fare, our Bags Fly Free program, our PAWS (Pets 
Are Welcome on Southwest) program, and our “cashless cabin” policy. 

Although the Grow Revenue Strategy Team doesn’t exist as such today, various 
task forces and special temporary committees have evolved from that Team that 
still listen and react to Employee suggestions. Ideas generated by our People 
over the years have influenced many important decisions ultimately made by our 
Executive Planning Committee. 

So our People really are our business partners when it comes to not only 
managing costs but also increasing revenues. 


^ Stop and Think 

What revenue-generating ideas have come from your people in these 
tough times? Do you even think that is their role? Where would you 
rate your organization or department on a one (low) to ten (high) scale 
for being the investment of choice in terms of managing costs and 
increasing revenue? 


K: I think your Bags Fly Free advertising campaign was a stitch. And that 
policy has generated even more Raving Fan Customers. I hear people 
bragging about not having to pay extra for baggage on your flights. 

Southwest certainly covers all the bases of the triple bottom line: employer 
of choice, provider of choice, and investment of choice. 


^ Stop and Think 

Of the three aspects of the triple bottom line, which is your greatest 
strength and where do you need the most improvement in your 
department or organization? Do you sometimes overemphasize the 
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Making Unions Your Business Partners 


K: Colleen, I think what drives your success with the triple bottom line is 
your unwavering desire to treat your People as your business partners in 
every way. 

C: There is no doubt about that in my mind. Without our People, we would 
never be able to create Raving Fan Customers or be sound financially. 

K: Talking about treating your People like business partners, Colleen, a lot 
of folks don’t realize that more than 80 percent of the People in your 
workforce are in unions. Most companies with unions wouldn’t look at 
those People as their business partners but rather as adversaries. 

C: That’s the genius of Herb. When the first group of Employees had an 
opportunity to vote on whether they wanted to be part of a union, Herb told 
them, “I think unions are great, as long as we still sit on the same side of the 
table. I don’t want, and I don’t think you would want, a union whose leaders 
want to sit on the other side of the table.” So our union folks participate in 
everything we do; their Leaders are involved in all major decision making. As 
business partners, we are on the same side of the table. 

K: That’s fabulous, Colleen. It’s sad that there’s so much win/lose in union 
and management relations in this country, not only in business but also in 
education. 


V Stop and Think 

If you have any unions in your organization, what are the 
union/management relations? If hostile, how can those relationships 
be improved? Getting people on the same side of the table is really 
important. 




Citizen of Choice 


K: Colleen, Fve often thought we should add a fourth aspect to this triple 
bottom line—citizen of choice. This is all about social responsibility. I’ll bet 
you all do well there, too. 

C: I think we do. We are not only concerned about our People, our Customers, 
and our financial well-being, but also about how we give back to the community. 
We have always encouraged our People to be active in their communities. We 
want them each to be the citizen of choice. 

Working at our Company is what our Employees do, but it’s not who they are. 
They are altruistic People with huge hearts and a deep passion for making a 
positive difference where they live and work. 

To celebrate the countless acts of kindness demonstrated by our People, the 
Volunteers of LUV Award was created. Following are a few of 2009’s award 
recipients: Jennifer Jauregui-Burklow, Burbank Operations Agent, who works 
with the USO helping soldiers who are both leaving for and returning from 
deployment; Christal Campbell, Phoenix Center Support Leader, who spent a 
week’s vacation as a camp counselor at Camp Courage, a camp for young burn 
survivors; Kevin Golding, Nashville Operations Agent, who is a Big Brother to 
a twelve-year-old fatherless boy; Jadira Simmons, Phoenix Provisioning Agent, 
who coordinated a drive to supply 200 filled school backpacks to children in 
need; Coetta Smith, San Antonio Center Customer Rep, who prepares and 
delivers meals to senior citizens every week; and Pat Rodriguez, Technology 
Sr. Analyst, who works with three different animal welfare agencies to find 
adoptive homes for stray pets. 

This is a small example of how our Employees are just as committed to 
community service as they are to Customer Service. 


V Stop and Think 

Is community service and being a citizen of choice important to you 
and your organization? How would a focus on this help improve the 
performance of your organization? 




A Compelling Vision 


K: Maybe we ought to add citizen of choice to our criteria for being a 
“Fortunate 500” company. 

C: Good idea, Ken. Let me circle back to another aspect about having the right 
target or vision/direction that you mentioned: a compelling vision. I think I know 
what you mean by that, but tell me more. 

K: This is a really important concept that many companies miss. To me, 
having some clarity about a compelling vision is crucial. Two of my 
colleagues—Jesse Stoner, who has been studying the impact of vision on 
organizational effectiveness for almost three decades, and Drea Zigarmi, 
our Director of Research and Development—identified three key elements 
of a compelling vision —one that would inspire people and provide 
direction: 

• Significant purpose —What business are you in? 

• A picture of the future —What will the future look like if you are 
successful? 

• Clear values —What guides your behavior and decisions on a daily 
basis? 

To us: 


A Compelling Vision Tells You 
Who You Are 
(Your Purpose), 

Where You Are Going 
(Your Picture of the Future), 

And What Will Guide Your Journey 
(Your Values) 

A Significant Purpose 

K: Without a significant purpose, leaders in organizations focus on their 
own agenda and personal enrichment. Employee loyalty and passion often 
go out the window as the point of work becomes simply to get as much as 
you can for as little effort as possible/ 


C: I think a higher purpose is something that takes precedence over any short¬ 
term goal like profit. 

K: It sure does. A significant purpose is your organization’s real reason for 
existence. It answers the question “Why?” rather than just explaining what 
you do. It’s what permits you to have a both/ and philosophy toward people 
and results. When that happens, the development of people—both 
employees and customers—is of equal importance to performance. In other 
words, it clarifies, from the viewpoint of your people and your customers, 
what business you are really in and where they fit into the equation. 

Most companies either don’t have a purpose statement or the one they have 
is way too complicated. A while back, I worked with a large bank. When I 
got in front of all the key managers, I said, “I certainly appreciate your 
sending me your purpose statement. Ever since I got it, I have slept much 
better. I put it next to my bed in case I woke up in the middle of the night. If 
that happened, I would just read your purpose statement and it would put 
me right back to sleep.” 

They all laughed because their purpose/mission statement rambled on and 
on. I felt it couldn’t motivate a flea. 

I told them if I were a customer of their bank, I would hope they were in the 
peace of mind business. If I gave them money, I would like to have the peace 
of mind that they would take care of my money and even grow it. I asked 
them whether they would rather be in the financial services business or in 
the peace of mind business. The advantage of being in the peace of mind 
business is that everybody—both employees and customers—understands 
what that means. For example, if a teller is rude to a customer, how is that 
helping that customer’s peace of mind? 

Colleen, what is the significant purpose at Southwest? What business are 
you in? 

C: We’re in the Customer Service business—we just happen to provide airline 
transportation. It’s that simple. But it focuses all the energy of our People on 
taking care of our Customers. We have never purported to be all things for all 
people. We have always been very clear that if people will agree to purchase our 
services, we will attempt to give them an exemplary return on their investment. 
That is, we will do our best to assure they have a safe, on-time flight, for a 
reasonable price, with as little stress as possible, in a caring environment. 



V Stop and Think 


What business is your company or department in? Does everyone 
know it? 


A Picture of the Future 

K: The second element of a compelling vision is having a picture of the 
future. This picture of the end result should not be abstract. It should be a 
mental image you can actually see. For instance, at Disney theme parks, 
since they are in the happiness business, their picture of the future is that all 
guests should have a bigger smile on their face leaving the park than they 
had when they entered three, six, nine, or twelve hours before. 

Colleen, what’s the picture of the future at Southwest? 

C: Our picture of the future is that every American has the “Freedom to Fly”—to 
be with friends, business associates, or relatives on happy occasions as well as 
sad ones. To make that happen, we want to keep our costs low (resulting in low 
fares) while maintaining an efficient, reliable way to fly. We also want people to 
enjoy flying, so we want to keep our spirits high (warm, friendly, and fun- 
spirited Employees), which all amounts to Legendary Customer Service. 

When we were just starting out, we wanted to “democratize the skies.” To 
understand that statement, you have to realize that back in 1971 when we put our 
first plane in the air, generally speaking, only rich people flew for pleasure. 

There were few women in business, so flying was done mostly by businessmen 
traveling on expense accounts. Our vision was that we would turn the status quo 
totally upside-down so that all people would be able to afford to fly for both 
business and pleasure. We wanted to convince the public that flying was not just 
for the elite. 

K: In many ways, that’s similar to the vision Bill Gates originally had for 
the computer industry. He wanted a computer on every desk and in every 
home, not just a select few. 

C: I never thought about that, Ken. I guess Bill Gates wanted to democratize the 
computer industry! 




IF Stop and Think 


Does everyone in your organization or department know what will 
happen if you do a great job living your purpose? How clear is your 
picture of the future? 


“It started with Herb and Colleen... 
and Gary Kelly now—they care for their Employees. 

They genuinely care for us. 

And so we think it’s our duty to care for others, too. 
That’s why we like our Customers and we like to give 
back. So as long as we have that Culture, I think that’s 
what makes us unique. ” 

—Alex Ponzio, Dallas Captain 


One final point regarding our delivery of Customer Service is a simple fact that 
most organizations do not seem to understand: There should be no difference 
whatsoever between your principles and values when delivering internal 
Customer Service versus external Customer Service. The Golden Rule applies 
there too, for goodness’ sake! 

K: You are so right. Some of the worst customer service can occur 
internally—within an organization itself. In many companies, if you call 
another department you think you’re talking to an adversary. This can 
happen not only at work, but also at home. The sad reality is that most 
people treat folks they work with or love worse than they treat customers or 
total strangers. Suppose you had a party at your house and new neighbors 
came. Just after they leave, you notice that the man left his hat and you run 
out into street to hail him down. When you hand him his hat, would you say, 
“You idiot! If your head weren’t screwed on, it would fall off!” Of course 
not. You’d say, “I’m glad I caught you. Here’s your hat. Great to see you.” 
And yet, we hear mothers shouting awful things at their kids when they’ve 
left their lunch behind. So yes, Colleen, internal customer service should be 
Legendary Service, too. 






^ Stop and Think 

This is an important point. How is your internal customer service? 
Does it compare to your external customer service? 


Clear Values 

C: I guess it comes down to your values. 

K: You got it. In fact, that’s the third and final element of a compelling 
vision: having clear, guiding values. I know this is another one of your 
strengths at Southwest. Why? Because high-performing organizations have 
values they actually live by—something most organizations don’t have. 

Most organizations that do have values have too many—eight, ten, or 
twelve. They’re for God, mother, and country, and everything else in 
between. In this case, more is not better. We have found that people can’t 
focus on more than three or four values, if those values are to guide their 
behavior.- We also found that organizations must prioritize values for them 
to be effective. Why? Because life is about value conflicts. When these 
conflicts arise, people need to know which value they should focus on. 

C: We’re on the same page there, Ken. The highest priority for all of our 
Employees is safety, which we never compromise. Beyond that, we have 
identified three key values: Warrior Spirit, Servant’s Heart, and FunLUVing 
Attitude. 

K: Warrior Spirit sounds like you want fighters and battlers! 

C: That’s not what we mean by Warrior Spirit. Basically, it means that you have 
to have a fighting spirit to be successful. You want to be the best, work hard, be 
courageous, display a sense of urgency, persevere, and innovate. You want to be 
a winner. People don’t want to work for a loser. You want to win at what you set 
out to do. 

K: So it’s a strong competitive spirit, but not in a warlike way. 

C: That’s right. It’s similar to one of the two character traits that Jim Collins, in 
his book Good to Great,— used to describe great leaders: will, or resolve. It’s the 
determination to follow through on a vision, mission, or goal. The focus is on 



giving your all to get the best result so everyone wins—your People, your 
Customers, your owners, and the communities in which you serve. We think 
there’s nothing wrong with wanting to be the best at what you do. 


“Ifyou’re willing to give 100percent, 
this Company will always give you 
100 percent back. ” 

—Don Digregorio, Houston Ramp Supervisor 


K: I would venture a guess that’s what has made Southwest successful for 
almost four decades: Your people are true Warriors. They work hard and 
play hard. They work and fight to win. 

C: We think that if in the beginning we had just been left alone by those big guys 
out there—the other airlines—we probably would have been out of business in 
two years. But we knew we had to fight to succeed and win. 

Another reason we need People with Warrior Spirit is because we hire leanly— 
we don’t want to furlough People. As a result, when we hire People, we’re 
hoping to have them for life. Although we work lean at every level, due to our 
Warrior Spirit we have always been extremely productive. 

The way we turn a plane is an example of our Warrior Spirit. With the 
understanding that safety is paramount, we work constantly to improve 
efficiency. You see, we make money when planes are in the air. So we went to 
our Dispatchers and Operational People and said, “We have to turn these 
airplanes in ten to fifteen minutes.” And they said, “It’s impossible.” And we 
said, “It’s not. You just have to have the mindset to do it.” 

Today, though we no longer have ten-minute turns, we still turn our planes faster 
than the other guys by far. Our vision in turning around a flight is to make it look 
like an Indianapolis 500 pit stop. When you pull into a gate and you’re looking 
out the window, you will see our People gathered around, perched and ready to 
help turn that flight. If you fly on another airline, even when you go into their 
hub, you don’t see that occur. It’s fascinating to watch, and it’s a mindset. 

There’s a real team Warrior Spirit there. Everybody knows that everyone has an 
important role in that turnaround. 


“I think it’s easy when the weather is good, 






the airplane’s running on time — 
anybody can look good in that environment. 

It’s when the weather goes bad, 
we’ve had a mechanical (failure), 
we’ve had a security breach—those types of issues. 
That’s when you really tell the mettle of an airline. ” 

—Rod Jones, Phoenix Captain 


K: Tell me about your second value: a Servant’s Heart. To me, that’s the 
core of knowing how to lead with love. 

C: Absolutely. When we interview, hire, and promote, we’re looking for People 
who are Servant Leaders—no matter what title or position they are going to 
hold, they have to want to serve. They need to have a Servant’s Heart—a passion 
for serving others. We want all of our Employees to follow The Golden Rule, 
adhere to our basic principles, treat others with respect, put others first, be 
egalitarian, demonstrate Proactive Customer Service, and embrace the Southwest 
Airlines family. 

I just love the kinds of things that result from this philosophy. I get calls from 
Passengers all the time who say things like, “I haven’t seen Carroll Herzog (who 
is a Customer Service Agent for us in Houston) at Gate 41 for a couple of weeks; 
is something wrong?” Most companies don’t have that happen. And we see it 
often. Or Carroll Herzog, the Customer Service Agent, will call and be in tears 
because she just read that one of her favorite Customers had a heart attack, is 
retiring, or whatever, and she wants to do something special for him or her. 


“Colleen always says, 

‘Follow The Golden Rule, 
learn from your mistakes, 
and listen to your heart.’” 

—Tammy Romo, Senior Vice President Planning 


Our Passengers may not know all our names, but they know our faces, and 
they’re not just conducting a business transaction with us—it’s more personal 
than that. And that’s what pays off. It’s tangible in the sense that you can see it, 
but it’s hard to quantify. But I know in my heart that it’s huge. And I know in 
my heart that most companies are not lucky enough to have that kind of daily 






experience. Why? Because our People enjoy what they do, and they pass that joy 
onto our Customers. 

I can’t tell you how many letters we have received over the years from senior 
leaders of other companies who say, “I’ve tried to find the flaw; I’ve asked your 
people why they enjoy working at Southwest or to tell me what they don’t like, 
and they’ll always go back to the way you treat them and respect them and the 
way they trust your word and trust you.” These letters always say, “I wish my 
people would talk about me that way.” 

K: Why do you get that reaction? 

C: Because our People know that they can expect us to always treat them with 
respect. They know we think they are our most important resource. In contrast to 
the often repeated phrase, “The customer is always right,” we recognize that 
there are times when the Customer is not right. 

When Herb first made that statement many years ago and it appeared in a well- 
known publication, we received literally thousands of letters from people who 
thought it was a terrible statement to make for a Customer-oriented Company 
like ours. To flesh out this thought a bit, let me explain. We will not tolerate an 
Employee’s physical or verbal abuse by a Customer, and we will back the 
Employee completely if we see this happening. I think it’s important for our 
People to know we’re on their side. At the same time, if our investigation shows 
that we were in the wrong, we will offer our profound apologies and make 
amends for our wrongdoings. 

All of our Leaders try to model Servant Leadership. Herb led the way, clearly, 
although I don’t think he even knew what the expression Servant Leadership 
meant until we told him. And to be honest with you, neither did I, until my 
friend Ann McGee-Cooper introduced me to the book Robert K. Greenleaf: A 
Life of Servant Leadership by Don Prick.— 

But, while our recognition of the term Servant Leadership might have come late, 
for almost four decades Herb and I have said that our purpose in life as Senior 
Leaders with Southwest Airlines is to support our People. To me, that’s what 
Servant Leadership is all about. 

K: Colleen, with your emphasis on Customer Service and The Golden Rule, 
Fll bet you tell your People, “Don’t ever ask anyone to do something that 
you wouldn’t be willing to do right along with them.” 


C: That’s an important part of The Golden Rule. It doesn’t mean you can sit 
down on every project and work with them, but it does mean you’re not above 
doing just that. 

One of the most influential things that ever happened to me illustrates this. It 
occurred when I was a young secretary working with Herb. We had a mailer that 
had to get out, and everything that could go wrong with it went wrong. It had to 
be in the mail the next day. Well, the day before, the copy machine broke down 
and the postage was somehow wrong. So, all of these envelopes that had been 
stuffed had to be retyped, and this was not when you could just push a button 
and it would happen. You did it all yourself, manually. So it was about eight 
o’clock at night, the night they had to be postmarked, and we had to start all over 
again. 

Herb sat right there with me until four o’clock in the morning, on the floor, 
licking envelopes and putting stamps on envelopes, because we didn’t have a 
postage machine. I’ll never forget it. My gosh. And he could have even thought 
that it was my fault that the mailing had gone wrong. But he didn’t. He just 
jumped right in there with me. That was a really valuable lesson for me, so I’ve 
always tried to remember it and emulate it. 


“We’re all in it together. 

No one’s job is too important that they 
can’t pick up trash on the airplane. 

The Pilots come back and help us 
pick up trash during our quick turns. 
Everyone’s pitching in and helping each other.” 

—Candace Boyd, Dallas Flight Attendant 


Just like Herb modeled for me, we want all decisions to be made from a 
Servant’s Heart. When a person joins our Company, if we outline for them what 
our mission, values, and expectations are, in my mind they’re making a pact and 
they’re agreeing that they’re going to follow that way of life. If they decide not 
to do this, we have two choices. The first is to give them a loving reprimand for 
not living up to our expectations. That’s tough love. If that works, they are 
forgiven and they are back on the Team. If it doesn’t, our second choice kicks in: 
career planning. We let them pursue their career someplace else. This doesn’t 
mean they’re bad people. It simply means that they no longer want to go where 
we are leading them and be a part of Southwest Airlines. 





K: Garry Ridge, President of WD-40 Company,— has a wonderful way of 
describing this process: 


When People Don’t Fit 
Your Company’s Culture , 

“Share Them With The Competition.” 

C: That’s the ultimate in tough love, but I agree with that approach. If you let 
someone remain in your Company who doesn’t buy into the Culture, it will 
create problems. 

K: That’s for sure. One of the important things I’ve learned over the years 
is that behavior is controlled by its consequences. If people thumb their nose 
at something you think is important, like your culture, and they don’t get 
treated any differently than your best citizens, after a while people will 
begin to think that all the things you have been saying are important are 
just words—lip service. 


^ Stop and Think 

Are people who don’t live your values tolerated in your organization? 
If so, what has been the impact? If not, how are they dealt with? 


C: That’s one of the things I really like about Garry Ridge. He’s not afraid to 
take a strong stand to protect his company’s culture. He’s also a fun-loving 
Aussie. That leads me to our third value, which is a FunLUVing Attitude. 

K: That’s another unusual value for corporate America. 

C: I can’t tell you how hard we worked on the proper descriptive we wanted to 
use. We ended up with “FunLUVing” to highlight our LUV symbol on the New 
York Stock Exchange. 

Basically, a FunLUVing Attitude means just that: We want to enjoy our work 
life as much as we do our home life. We want to show each other and our valued 
Customers that we care about them, and we want them to feel like extended 
family members while they are in our presence. We have fun, we don’t take 
ourselves too seriously, we maintain perspective, we celebrate successes, we 
enjoy work, and we are passionate Team players. 




iniow, we ve oeen laugnea at, we ve oeen scorrea at, ana weve oeen naicutea 
for all of that; but I’ll tell you, it works. You have to know your audience, and 
you have to be respectful of others. But having fun is part of our Culture. Our 
People are truly known for their sense of humor. The only time we’ve ever had a 
problem with that was right after 9/11, because it was such a tragedy for the 
whole nation, and humor wasn’t appropriate then. So we toned things down for a 
while. 

K: How do you find People with a good sense of humor? 

C: We actually test for a sense of humor when we hire People. That’s part of our 
application process. The first time Herb told our VP of People, which is our 
human resources area, that we wanted her to test for a sense of humor, she said, 
“Well, how the heck am I gonna do that? Should I put a whoopee cushion in 
their seat and see if they laugh?” 

Actually, it’s really easy to see if People have a sense of humor. It just takes 
your eyes and ears and observation. When we do group interviews as part of the 
hiring process, we might ask the group a question such as “How did you use 
humor to extricate yourself from an embarrassing situation?” Not only do we 
listen carefully to each applicant’s response, we also like to watch the faces of 
the candidates who are not speaking and observe how they react to the 
interviewee’s answer. 

When we tell new recruits about Southwest during the orientation process, we 
give them a lot of history. We give them our legacy. We are great storytellers. 
Herb is probably the best storyteller I’ve ever met. I’m not as good as he is, but I 
learn every time he tells us stories. He has taught us to laugh at ourselves—to 
not take ourselves too seriously. We take our business seriously, but not 
ourselves, and we want our People to be that way, too. 


“When I first started with the Company, 
everyone said, ‘Hey, have fun, have fun. ’ 

The People who interviewed me — everybody — 
would say, ‘Have fun. Be yourself. Have fun/ 

And so, when I got on board, I just started having fun. 
I just have a smile on my face, and it seems to rub 
off on people. ” 

—Olander Coleman, Oakland Customer Service Agent 




K: Your FunLUVing Attitude comes across every day to your Customers. I 
just laughed out loud one time when, after landing, I heard one of your 
Flight Attendants get on the microphone and say, “As we are taxiing, please 
keep your seat belts on. If you do stand up, we are going to send Bruno, our 
bag crusher, to the baggage claim area, and you’re not going to like the 
condition of your bag.” 

I also love to hear the story that my friend, the great management author 
and speaker Patrick Lencioni, tells about your FunLUVing Attitude:— 
“You know something is a core value for a company if the people take it too 
far and create a problem, but the leaders are okay with it.” He goes on to 
relate that someone wrote to Southwest and said, “I’m a long-time 
customer, and I don’t like the fact that you make jokes during the safety 
announcement part of the flight.” 

Now, most companies would write back and say something like, “We value 
you as a customer. Please trust that we care about your safety. Here’s a free 
flight coupon, and we’ll talk to the flight attendants and correct the 
problem.” And then they would send out an e-mail to tell their people that 
the humor and fun thing is good, but they need to tone it down. 

When Patrick tells the story, at this point he always gets a big smile on his 
face when he says, “But not Southwest. No. They sent the customer a note 
that said, ‘We will miss you.’ That’s when you know it’s a core value—‘We 
will miss you.’” 

C: I love to hear Pat tell that story too, although it’s not entirely true. The 
Customer he was talking about was not only complaining about our behavior 
during safety announcements, but about everything. This person wasn’t a happy 
camper. That’s what motivated us to say, “We’ll miss you.” 

K: That’s interesting. Once you become legendary in your service, your 
Customers and fans often exaggerate or even fabricate stories. I’ve never 
forgotten a great Nordstrom story. As you know, this great retailer has a 
reputation of taking anything back from a customer and reimbursing them 
with no questions asked. A popular story was that a customer brought back 
a pair of snow tires, and Nordstrom took them back even though they don’t 
sell tires. That story became legendary, and in talking to Jim Nordstrom, 
one of the founders, years later, he laughed about that story. He said for a 
time they actually did sell snow tires in one store in Alaska, and that was 


where the customer returned the tires. That little detail was left out of the 
story by customers who spread it all over the country. 

C: Whether Pat’s story was exactly true or not, it does highlight how central fun 
is to our corporate culture. For example, I’ll never forget when Tonda Montague, 
one of the original members of our Corporate Culture Committee, said to me, “I 
learned in the first few months of employment here not to schedule my vacation 
without checking the calendar, because there are certain days you don’t want to 
miss being here—it’s just too much fun.” One of the days she was talking about 
was Halloween. We dress up in crazy outfits and have a lot of fun. 

K: So you folks are real party animals! 

C: Yes! But fun doesn’t always have to mean parties with all the trimmings— 
although we do have a few of those every year—we call them Spirit Parties. Fun 
means we enjoy and celebrate life and each other in a laid-back, down-to-earth 
environment that is welcoming, warm, and enjoyable. It means we celebrate 
everything—both small and big victories and successes. It means we make a big 
deal out of the folks who “Live the Southwest Way,” which means they display 
a Warrior Spirit, a Servant’s Heart, and a FunLUVing Attitude on a daily basis. 
Sometimes we do this through special recognition events; sometimes with 
informal, spontaneous recognition ceremonies; sometimes with written 
celebratory congratulations in our newsletters; and sometimes with more formal 
awards. Our Annual Awards Banquet could give the annual Academy Awards 
ceremony a good run for its money! 

We have picnics and barbeques and tailgate parties. We hold fundraising events 
for Employees down on their luck. We have all kinds of contests. We give 
showers for weddings and first births, and we throw retirement parties. We 
compete in many activities in which we give silly awards. We sponsor 
bowlathons, golf tournaments, baseball and softball tournaments, and ski trips. 
We have perfect attendance celebrations, and we give Winning Spirit Awards. 
We have a gazillion Employee recognition programs. 

K: Why is a FunLUVing Attitude such a high value for you all, and worth 
sustaining? 

C: Early in our history we occasionally flew on “the other guys,” and we saw 
that there were no smiles, no warmth, and no enjoyment. It was all very robotic. 
Well, Herb can’t be robotic, so we decided that we were going to have fun be an 



extremely important word at our Company. I think a number of companies try to 
do that today, but back then nobody was doing it. We decided fun was going to 
be a word we used a lot. 

We made a decision that we didn’t have to be stodgy or stuffy to be a successful 
business. It sounds kind of funny today, maybe, but when we first started talking 
to new hires, we didn’t even want to use the word professional. Why? Because 
in the 1970s we thought that word denoted a “stiffness” that we didn’t want. We 
wanted some light irreverence. We wanted some spirited fun. And—I hesitate to 
say the next thing just because of the generally uptight demeanor in today’s 
social environment—we also wanted to be sexy. We thought the airline business 
could be, and should be, sexy. Now, I don’t want to go down this trail too far, 
but the truth of the matter is that that was what Texas was all about at that time. 
So we did have girls wearing hot pants and go-go boots, and our first ad for 
Flight Attendants had the heading “We’re looking for Raquel Welch lookalikes.” 
What we were doing, of course, was getting the personalities that we needed and 
wanted for 1971, when the only people who were flying were Texas 
businessmen. Women weren’t flying. So we knew our audience, and we went 
after them. 

We stayed in those outfits about five years too long. I got the distinct pleasure of 
going in, with the head of our Flight Attendant union at the time, to tell Herb we 
were not going to wear those clothes anymore! That was a fun experience in and 
of itself. Herb knew we were right, but he never wanted to drop the fun from our 
way of doing business. What convinced him was his empathy: We told him the 
uniforms, selected by a prior CEO, were an embarrassment to wear in the early 
1980s. So from that point on, our fun became more focused on our People and 
how they treated our Customers, rather than on what our People were wearing. 

K: Colleen, it sounds to me like your culture, driven by your guiding values 
—a Warrior Spirit, a Servant’s Heart, and a FunLUVing Attitude— 
permeates every aspect of your Company. 

C: It is our essence, our DNA, our past, our present, and our future. Although 
these values are not officially rank-ordered, probably in practice they actually 
are. As I mentioned, safety is first. Then our next priority is getting the job done, 
and done well, for our Customers. That is driven by our Warrior Spirit. Yet we 
don’t want to give our all without a Servant’s Heart, expressed with a 
FunLUVing Attitude. 



“In my view, when a brand understands that mission, 
core values, and stakeholder engagement (especially 
employees) are the essence of the brand, then that 
brand becomes sustainable. 

Southwest Airlines sets the standard 

—Rex Whisman, Brand Champions Blog 


K: You all really nail the triple bottom line—or maybe I should say the 
quadruple bottom line—and have a compelling vision that is communicated 
throughout the organization. Strategic leadership is rounded out with short¬ 
term goals and initiatives that tell your People what you want them to focus 
on right now. But now those things take on more meaning because they are 
tied to a bigger picture. 

C: Sure, we have annual goals and initiatives that we want our People to focus 
on. But the big picture is what we want them also to focus on all the time—our 
compelling vision and the quadruple bottom line. 


Stop and Think 

Do you have a few well-established values for your organization or 
department that guide everyone’s behavior? If not, that would be 
important to establish once everyone knows what business you are in 
(your purpose) and where you are going (your picture of the future). 
Name a leader in any industry and they each have a compelling 
vision: Disney in entertainment, Nordstrom in retail, Chick-fil-A in 
quick-service restaurants, Ritz-Carlton in hospitality, Wegman’s in the 
grocery business, WD-40 in the “squeak and clean” business, Synovus 
in financial services and, of course, Southwest Airlines in the airline 
business. 




What Makes Servant Leadership Work? 


K: Amen! Now let’s see if we can put this all together. As we said, vision and 
direction are the leadership part of Servant Leadership. In establishing 
where you are going, the traditional pyramidal hierarchy is alive and well. 
That doesn’t mean that top managers—I mean leaders—don’t involve 
others in crafting this direction, but the responsibility for vision and 
direction falls to the hierarchical leadership. Kids look to their parents, 
players look to their coaches, and people look to their organizational leaders 
for direction. Max De Pree, legendary former chairman of Herman Miller 
and author of Leadership Is an Art, compared this strategic role to that of a 
third-grade teacher who keeps repeating the basics: “When it comes to 
vision, values, and direction, you have to say it over and over and over again 
until people get it right, right, right!”— 

In a traditional organization, for the operational, or servant, aspect of 
Servant Leadership, hierarchical leaders are once again thought of as 
having sole responsibility, and people throughout the organization are 
taught to be responsive to their boss. “Boss watching” becomes a popular 
sport, and people are promoted based on their upward-influencing skills. 
That activity doesn’t do much for accomplishing the strategic 
vision/direction. All people try to do is protect themselves, rather than move 
the organization in the desired direction. 

Servant Leaders, on the other hand, feel their role is to help people achieve 
their goals. To do that, the traditional pyramid hierarchy is theoretically 
turned upside down so that the frontline people, who are closest to the 
customers, are at the top. Now they are responsible—able to respond—to 
the needs of the customers. In this scenario, leaders serve and are 
responsive to people’s needs, training and developing them to soar like 
eagles so they can accomplish established goals and live according to the 
vision and values. 


CUSTOMERS 


RESPONSIBLE 



The Servant Aspect of Servant Leadership 

C: When it comes to the servant aspect of Servant Leadership, Herb was my role 
model. He had no trouble philosophically inverting the traditional pyramidal 
hierarchy. To him, once everybody knew where we were going, what we wanted 
to accomplish, and what our values were, he always worked for our People and 
our Customers. 

Let me tell you a story I heard from one of our Officers. He said that the best 
example of a Servant’s Heart was watching Herb at one of our Spirit parties. 
Spirit parties are held two or three times a year, and we often change the location 
so that as many Employees as possible can attend at least one of them every 
couple of years. We try to hold them at fun locations where everybody has lots 
of space to move around and visit. We have held these parties at places like 
amusement parks, aviation hangars, and Navy ships, and we offer food, beer, 
wine, and usually some kind of entertainment. This particular party was being 
held in Phoenix when this Officer was a relatively new Leader at Southwest. He 
happened to be standing near the doorway when Herb entered the room. He’d 
heard about what a “rock star” Herb was with our People, but he still marveled 
over what he saw. 

He watched Herb talking to a Mechanic in worker’s clothes who had Herb’s full 
attention for at least fifteen minutes—even though there were literally hundreds 
of People circling Herb for his attention. What he noticed the most was that Herb 
never looked over the guy’s shoulder to see who else might be there, and he 
never diverted his eyes—or his physical touch—from this man while they were 
talking. Herb was courteous to everyone else who was trying to shove the guy 









out of his space so that they could fill it, but he gave this man his time. It was 
clear to this new Leader that Herb had no hierarchical concerns. At that moment 
in time, Herb was completely interested in what the Mechanic was trying to tell 
him. That had a profound impact on this new Leader, and he remembers it to this 
day. He has been with us close to twenty years now. 

K: Most organizations don’t have Leaders with Servants’ Hearts like you. 
Herb, and Gary. That’s why, as I implied earlier, the traditional pyramid 
for operational leadership is kept alive and well, serving the hierarchy first 
and leaving customers uncared for at the bottom. All the energy in the 
organization moves up the hierarchy as people try to please and be 
responsive to their bosses, instead of focusing their energy on meeting the 
needs of their customers. Now bureaucracy rules and policies and 
procedures carry the day. This leaves unprepared and uncommitted 
customer contact people to quack like ducks rather than soar like eagles. 

C: I just love the duck and eagle analogy you talk about all the time. 

K: I first heard about ducks and eagles from Wayne Dyer, the great 
personal growth teacher.— He said years ago that these words describe two 
kinds of people. Ducks act like victims and go, “Quack! Quack! Quack!” 
Eagles, on the other hand, take the initiative and soar above the crowd. As a 
customer, you can always identify a self-serving bureaucracy when you 
have a problem and are confronted by ducks who quack: “It’s our policy! 
Quack! Quack! Quack! I didn’t make the rules! Quack! Quack! Quack! I 
just work here! Quack! Quack! Quack! Do you want to talk to my 
supervisor? Quack! Quack! Quack!” 

C: I’ve certainly been interested in being a “duck buster” for a long time. I want 
our People to soar like eagles, not quack like ducks. 

K: I know most of your People are eagles. Let me reiterate a story I’ve told 
you before, Colleen. 

A number of years ago, I was heading to the airport for a trip that would 
take me to four different cities during the week. As I approached the 
airport, I realized that I had forgotten my driver’s license and didn’t have 
my passport, either. Not having time to go back home to get them and still 
make the flight, I had to be creative. 

Only one of my books. Everyone’s a Coach, which I wrote with the 


legendary football coach of the Miami Dolphins, Don Shula, has my picture 
on the cover.— So when I got to the airport, I ran into the bookstore; 
luckily, they had a copy of that book. Fortunately, the airline I was flying on 
was Southwest. As I was checking my bag at the curb, the Skycap asked to 
see my identification. I said, "I feel bad. I don’t have my driver’s license or 
passport. But will this do?” and I showed him the cover of the book. The 
Southwest Employee shouted, “This man knows Don Shula! Put him in first 
class!” (Of course, you don’t have a first class section and didn’t have 
Business Select yet.) Everybody out by the curb checkin started to high-five 
me. I was like a hero. Then one of the older Skycaps said, “Why don’t I go 
in the terminal with you? I know the folks at Security. I think I can get you 
through.” And that’s exactly what he did. 

The next airline I had to go to, before I could have my license sent overnight 
to me, was a duck pond. The baggage handler at curbside checkin looked at 
my picture on the front of the book and said, “You’ve got to be kidding me. 
You’d better go to the ticket counter.” Quack! Quack! Quack! When I 
showed the book to the woman at the ticket counter, she said, “You’d better 
talk to my supervisor.” Quack! Quack! Quack! 

C: Don’t you have a special name for the supervisory duck? 

K: Yes, we call the supervisory duck the head mallard. Head mallards quote 
policies, rules, regulations, and even laws for you. Quack! Quack! Quack! 

C: You were moving up the hierarchy fast! 

K: I sure was. I thought pretty soon I might get to the mayor and then, 
finally, the governor. Quack! Quack! Quack! In a short period of time, I 
was talking to a manager with a coat and tie. I started to confront him 
about the absurdity of this situation but quickly realized he was a 
bureaucrat who had really tight underwear on. So I changed my tune and 
said, “What a difficult job you must have, trying to sort out all these issues. 

I appreciate your willingness to deal with my not having an official 
identification.” If I didn’t suck up to the hierarchy, there’s no way I would 
have made my plane. In this airline, the hierarchy was alive and well. All 
the energy was moving away from pleasing the customers and toward 
serving the hierarchy—following the policies, procedures, rules, and 
regulations to the letter. Why the difference, Colleen? 


C: First of all, Ken, some of my colleagues suggested that I stop you from telling 
that story because it might upset the FAA. I don’t think so. Our Skycap made a 
judgment call. He didn’t assume that you had superimposed your picture on the 
book just to get by him. And besides, the Security folks would check to see if 
you had any illegal weapons or instruments that would pose a real problem. 

We empower our People to use common sense and good judgment. Yes, we 
have written rules and procedures, and you can go look at them, but I say to our 
folks every day, “The rules are guidelines. I can’t sit in Dallas, Texas, and write 
a rule for every single scenario you’re going to run into. You’re out there. 

You’re dealing with the public. You can tell in any given situation when a rule 
should be bent or broken. You can tell because it’s simply the right thing to do in 
the situation you are facing.” 

Our folks are marvelous about handling all kinds of situations with our 
Customers. For example, we have had Pilots pay for hotel rooms because our 
Customers were getting off at different cities than they intended for the night, 
and the Pilots could see that the people needed help. They don’t call and ask, “Is 
it okay? Will I get reimbursed?” They do these things because that’s the kind of 
People they are. 

When our People realize they can be trusted and they’re not going to get called 
on the carpet because they bend or break a rule while taking care of a Customer 
—that’s when they want to do their best. Our People understand that as long as 
the Customer Service decisions they make are not illegal, unethical, or immoral, 
they are free to do the right thing while using their best judgment—even if that 
means bending or breaking a rule or a procedure in the process. Servant 
Leadership and empowering your People is not soft management; it is 
management that not only gets great results but generates great human 
satisfaction for both our Employees and our Customers. 


V Stop and Think 

Do ducks outnumber eagles in your organization or department? If so, 
how can you become a “duck buster” and empower your people to 
bring their brains to work? The leadership part of Servant Leadership 
provides necessary direction but, as Colleen said earlier, the real 
action is with implementation—the servant part of Servant 
Leadership. Get that pyramid turned upside-down. 




Defining Love 


K: I couldn’t agree more with your statement about how Servant 
Leadership has a positive impact on both results and human satisfaction. 
And what’s amazing about that, as I mentioned earlier, is that to me. 
Servant Leadership is love in action. 

C: If you’re going to say Servant Leadership is love in action, how are you 
defining love? 

K: You’ve been to a lot of weddings, haven’t you, where they read the 
“love” passage from the Bible? 

C: You mean the one that goes, “Love is patient, love is kind”? 

K: Exactly. Let me read it to you: 

Love is patient, love is kind. 

It does not envy, it does not boast, it is not proud. 

It is not rude, it is not self-seeking, 
it is not easily angered, it keeps no record of wrongs. 

Love does not delight in evil 
but rejoices with the truth. 

It always protects, always trusts, always hopes, 
always perseveres. Love never fails. 

—1 Corinthians 13 

C: That’s it, all right. You often see a tear or two when that’s read. 

K: You sure do. A while back, I read a wonderful little book about love 
titled The Greatest Thing in the World,— which was written by Henry 
Drummond, a nineteenth-century Scottish writer. He identifies nine 
components of love based on the “love” passage: patience, kindness, 
generosity, courtesy, humility, unselfishness, good temper, guilelessness, and 
sincerity. 

C: That sounds like a pretty complete list to me, Ken, except I don’t know what 
guilelessness means—in fact, I’ve never heard of that word! 

K: Neither had I. But before we get to that, let me try a little exercise with 


you, Colleen. After I describe what each component consists of. I’d like to 
see if you could answer two questions about that component: “When do I 
demonstrate this component?” and “When do I struggle to demonstrate this 
component?” 

C: Do you want the truth, the whole truth, and nothing but the truth? 

K: Yes, so help you God! The reason I say that, Colleen, is because I really 
admire how you’re willing to share your vulnerability. 

C: That’s because I think: 

People Admire Your Strengths, 

But They Respect Your Honesty 
Regarding Your Vulnerability 

I think when you’re vulnerable, People realize that you, too, are human. And, 
perhaps even more importantly, they love your ownership of your personal 
positive and negative characteristics. So fire away, Ken. 

K: Okay. The first one is Patience: 

Love as patience endures evil, injury, and provocation without being filled 
with resentment, indignation, or revenge. It will put up with many slights 
and neglects from the people it loves, and wait long to see the kindly effects 
of such patience. 

C: I demonstrate love as patience when helping People who are down on their 
luck by showing them that I care about their problems. I want to help them 
rebuild their self-confidence so that they can, in turn, do the same for someone 
else who needs help in the future. 

I struggle to demonstrate love as patience when I see folks who have all the 
talent and skill to make something of themselves but find it easier to whine and 
complain about how messed up or wrong others are without doing anything to 
make things better. 

K: Norman Vincent Peale once told me that the two best traits you can have 
to lead a fulfilling life are patience and persistence. He said we need 
patience because God’s timetable is different than ours. Things don’t 
always happen or occur on our schedule. But when they do happen, it’s 
usually at the right time. When you become impatient, persistence should 



take over, which means keep on moving. Then if your persistence—doing 
something—leads to frustration, go back to patience. 

C: I loved his book The Power of Positive Thinking.— 

K: Norman and his wife Ruth had a big impact on Margie and me. We met 
him when he was 86 years old and we began to write a book together 
entitled The Power of Ethical Management.— 

I love the story that Norman used to tell about the relationship between 
patience and persistence. For six months, a man prayed to God every night 
to win the lottery. He would say, “Lord, Pm a good man, I take care of my 
family, I’m kind to others. All I want to do is win the lottery.” After six 
months with no results, he was angry with God. When he went to say his 
prayers that night, he said, “I can’t understand what’s wrong. I’ve been 
praying religiously for six months to win the lottery, and I’ve gotten squat. 
Nada. And yet I’m a good man, I take care of my family, I’m kind to others. 
What’s the deal?” At that instant, there was a strike of lighting. A booming 
voice came from above, saying, “Do me a favor. Buy a ticket.” 

So the moral to that story is that patience without persistence—doing 
something—doesn’t work. 

C: That’s a good one. I’ll remember about patience and persistence. 

K: The second component is Kindness: 

Love as kindness is active. Kindness seeks to be useful. It not only seizes on 
opportunities for doing good, but also searches for them. 


“The kindness of strangers isn’t that rare, 
especially on Southwest Airlines. ” 

—Comment from Southwest Customer 


C: I demonstrate love as kindness when finding ways to make People smile and 
when making People realize how much they are loved, admired, and respected. 

I struggle to demonstrate love as kindness when I see people deliberately causing 
others to be miserable. 

K: My favorite quote about kindness is attributed to a man by the name of 




Stephen Grellet: 


“I expect to pass through this world but once; 
any good, therefore, that I can do, 
or any kindness I can show 
to any fellow creature, 
let me do it now. 

Let me not defer or neglect it, 
for I shall not pass this way again. ” 

—Stephen Grellet, 1773-1855 

C: I’ve always loved that quote too, but I never knew who said it. Now that I 
know, I still don’t know. For Pete’s sake, Ken, who was Stephen Grellet? 

K: He was a Quaker missionary. But who’s Pete? Ha! 

Now we’re on the third component, which is Generosity: 

Love as generosity does not envy the good fortune or accomplishments of 
others. If we love our neighbors, we will be so far from envying them and 
what they possess or accomplish that we will share in and rejoice at these 
things. The prosperity of those to whom we wish well can never grieve us. 

C: I demonstrate love as generosity when rejoicing over others’ successes and 
when recognizing and rewarding acts of courage, determination, sacrifice, or 
goodwill. 

I struggle to demonstrate love as generosity when I see people accepting credit 
for the work or successes of others. 

K: In the past, when you heard the word generosity, you thought about what 
you do with your money. It’s normally considered the opposite of greed. 

The Bible talks about generosity in terms of time and talent, as well as 
treasure. In the “love passage,” it is more about generosity of spirit. 

The next component of love is Courtesy: 

Love as courtesy is said to be love in little things. It behaves toward all 
people with goodwill. It seeks to promote the happiness of all. 

C: I hope I demonstrate love as courtesy every day with consistent and sincere 
Golden Rule behavior toward all. 



I struggle to demonstrate love as courtesy when I can find little to respect about 
a particular person. 

K: At the Disney parks, their number-one value is safety, followed by 
courtesy—the friendly, helpful service you get from every cast member. If 
it’s good enough for Disney, why not try it? 

C: When we started Southwest, we certainly learned a lot about courtesy and 
friendliness from Disney. 

K: Now comes Humility: 

Love as humility does not promote or call attention to itself, is not puffed up, 
is not bloated with self-conceit, and does not dwell upon its 
accomplishments. When you exhibit true love, you will find things to praise 
in others and will esteem others as you esteem yourself 

C: I demonstrate love as humility when I acknowledge that any of my so-called 
successes are due to the many contributions or teachings with which my 
numerous mentors and heroes have blessed me. 

I struggle to demonstrate love as humility when I see others taking credit for 
ideas that I originally presented with great passion, only to be told that those 
ideas were without merit. As a matter of fact, although I realize I have many 
weaknesses, I suspect this is my biggest weakness. 

K: It’s interesting that the second trait that Jim Collins identified to 
describe great leaders, after will, which we mentioned earlier, was humility. 
It’s the capacity to realize that leadership is not about the leader, it’s about 
the people and what they need. 

C: That’s what our Servant’s Heart value is all about. Some people think of 
humility as a weakness. What do you think? 

K: Nothing could be further from the truth. In fact, the definition of 
humility I have used for a long time is this: 

People With Humility 
Don ’t Think Less 
Of Themselves; 

They Just 

Think Of Themselves Less 



So, people who are humble feel good about themselves. They have a solid self¬ 
esteem. As Servant Leaders, they don’t need to take all the credit. 

According to Collins, when things are going well for typical self-serving leaders, 
they look in the mirror, beat their chests, and tell themselves how good they are. 
When things go wrong, they look out the window and blame everyone else. On 
the other hand, when things go well for great leaders, they look out the window 
and give everybody else the credit. When things go wrong, these Servant 
Leaders look in the mirror and ask questions like, “What could I have done 
differently that would have allowed these people to be as great as they could 
be?” That requires real humility. 

Another wonderful definition of humility comes from Fred Smith, author of You 
and Your Network- 


People With Humility 
Don ’t Deny Their Power; 

They Just Recognize 
That It Passes Through Them, 

Not From Them 

C: It seems that too many people think that who they are is their position and the 
power it gives them. I don’t think that’s true. Your power doesn’t come from 
your position; it comes from the people whose lives you touch. 

K: I learned that early in my life. My Father had a great impact on me. He 
retired as an admiral in the Navy and had a wonderful philosophy. I 
remember when I was elected president of the seventh grade and I came 
home all pumped up. My Father said, “Son, it’s great that you’re the 
president of the seventh grade, but now that you have that leadership 
position, don’t ever use it.” He said, “Great leaders are followed because 
people respect and trust them, not because they have position power.” That 
was a valuable lesson for me early on. 

Humility leads beautifully into the sixth component of love, which is 
Unselfishness: 

Love as unselfishness never seeks its own to the harm or disadvantage of 
others, or with the neglect of others. It often neglects its own for the sake of 
others; it prefers their welfare, satisfaction, and advantage to its own; and it 
ever prefers good of the community to its private advantage. It would not 


advance, aggrandize, enrich, or gratify itself at the cost and damage of the 
public. 

C: On a corporate level, I demonstrate love as unselfishness by always trying to 
decide what is the best move for the overall well-being of the Company versus 
my own well-being, and when I can honestly say, “This is the right way to 
handle this situation, regardless of whether or not it is my traditional way of 
handling something similar.” 

On a more personal level, I demonstrate love as unselfishness when I remain 
silent about issues or subjects that are just not worth the argument in the long 
mn, and I allow People to keep their own beliefs intact. In other words, there is 
no loss to either party in terms of his or her own beliefs. 

I am sure I have sometimes struggled to demonstrate love as unselfishness, but 
the only thing that comes to mind is when I was a young girl and might not have 
been unselfish when it came to my competitors for a young man’s heart ©! 

K: Colleen, I think unselfishness is a journey. There’s nothing more self- 
centered than a baby. I never heard of one coming home from the hospital 
and saying, “Can I help around the house?” They let out a yell, and 
everybody’s on the run every which way. As any parent can attest, all 
children are naturally selfish; they have to be taught how to share. I think 
you finally become an adult when you realize you’re not here to get, but to 
give—to serve, not to be served. 

That leads to the next characteristic of love, which is Good Temper: 

Love as good temper restrains the passions and is not exasperated. It 
corrects a sharpness of temper and sweetens and softens attitudes. Love as 
good temper is never angry without a cause, and endeavors to confine the 
passions within proper limits. Anger cannot rest in the heart where love 
reigns. It is hard to be angry with those we love in good temper, but very 
easy to drop our resentments and be reconciled. 

C: I am so passionate about my beliefs when it comes to People, LUV, Golden 
Rule behavior, and honesty, that sometimes I am short with people who don’t 
share those beliefs. So the Good Temper component is one more that is difficult 
for me to self-evaluate, because it is another of my weaknesses. 


However, I think I do demonstrate love as good temper when I show love, 



patience, kindness, and courtesy, most especially to those who are really trying 
to do good in the world. 

I struggle to demonstrate love as good temper and find myself impatient when I 
see folks who are just not “getting it” or who are making decisions to 
demonstrate their jurisdiction or authority just because they can—especially 
when they won’t listen to reason. 

K: Having a bad temper is the one thing that can get us off of a loving track 
easier than anything else. So I think having good temper is a struggle we all 
have, Colleen. I ask people all the time, "Would you like to make the world 
a better place for having been here?” Everybody raises their hand. Then I 
say to them, “How many of you have a plan on how you’re going to do 
that?” Very few. Yet we all can make the world a better place through the 
moment-to-moment decisions we make as we interact with the people we 
come into contact with at work, at home, and in the community.— 

Suppose as you leave your house one morning, someone yells at you. You 
have a choice: You can yell back, or you can hug the person and wish him 
or her a good day. Someone cuts you off on your way to work. You have a 
choice: Will you chase that person down and make an obscene gesture, or 
will you send a prayer toward the other car? We have choices all the time as 
we interact with other human beings. Good temper tames your judgmental 
nature and motivates you to reach out to support and encourage others. 
That’s where your power comes from. 

C: And that’s what we hope motivates the Servant’s Heart in everyone at 
Southwest. The shift from self-serving leadership to leadership that serves others 
is motivated by a change in heart. And if you have a good role model like I had 
with my Mother and you with your Father, you get an early start on it in your 
life. 

K: Number eight is your favorite, Colleen. It’s Guilelessness. I’ll have to 
admit I had never heard of that word either! But according to Henry 
Drummond: 

Love as guilelessness thinks no evil, suspects no ill motive, sees the bright 
side, and puts the best construction on every action. It is grace for 
suspicious people. It cherishes no malice; it does not give way to revenge. It 
is not apt to be jealous and suspicious. 


C: If that’s what it means, then I demonstrate love as guilelessness when I see 
the glass half full; when I acknowledge the positive contributions made by 
others; when I make heroes out of those who do selfless good deeds for the 
betterment of others; and when I find a way to best utilize a person’s strengths 
and minimize his or her weaknesses. I don’t think I really struggle with this 
component of love. 

K: My wife, Margie, thinks that I am a guilelessness addict. I love to build 
other people up. That’s why I have so many coauthors! My Mother used to 
say, "Why don’t you write a book by yourself?” And I would say, "Mom, I 
already know what I know.” I love to bring the best out in other people. For 
my 70 th birthday party, I invited all of my coauthors, and almost fifty of 
them showed up. We had a wonderful day and a half celebrating the simple 
truths we have been trying to teach over the years. 

C: That party was a ball. It’s right up there with our Halloween party! 

K: Halloween party? 

C: Your coauthors—I never met so many characters! But it was fun. 

K: I would assume that that was sincere, Colleen. And that leads to our last 
component of love, which is Sincerity. 

Love as sincerity takes no pleasure in doing injury or hurt to others or 
broadcasting their seeming miscues. It speaks only what is known to be true, 
necessary, and edifying. It bears no false witness and does not gossip. It 
rejoices in the truth. 

C: I demonstrate love as sincerity when I tell People I love them; when I rejoice 
over their development and growth as Leaders and People; when I acknowledge 
(and thank them for) their worthwhile contributions; and when I compliment 
their actions, accomplishments, and successes. Because I seldom say things I 
don’t mean, I rarely struggle with this component. 

K: I would agree, Colleen. I’ve never met anyone who was more of a 
straight shooter than you. Why don’t you tell me once more how you feel 
about being called The Love Manager? 

C: Don’t get me started again, Ken! 

K: I might be dumb, but I’m not stupid. Ha! Seriously, though, Colleen, you 



just motivated me to rate myself on each of those components. 

V Stop and Think 

If you want to lead with love, you should do the kind of analysis 
Colleen just did. When do you demonstrate patience, kindness, 
generosity, courtesy, humility, unselfishness, good temper, 
guilelessness, and sincerity? And when do you struggle to 
demonstrate each of these components? 

Why do we say you should do that kind of analysis? Because we think 
if you are really a Servant Leader, you will be committed to living out 
these components in the day-to-day choices you make as you interact 
with people whose lives you touch. So the more insight you have on 
these components, the better you can practice them. 




Maintaining a Strong Culture 


C: That was a fun exercise. I never thought love was so complicated! But in 
many ways I think we’ve embedded those components in the Culture at 
Southwest. 

K: Talking about culture, Colleen—to me, it is fragile. Fve talked with 
people from organizations that had a strong culture at one time. These 
people often said that they witnessed how a little benign neglect was able to 
destroy that culture almost overnight. 

This experience confirmed what I’ve always believed: Lip service can be a 
great danger. It’s easy to talk, speak, and brag about your culture; the hard 
work is living up to it every day. I know you all at Southwest don’t like to 
leave anything up to chance. As Peter Drucker said, “Nothing good happens 
by accident.” 

C: You’re absolutely right. To act on your good intentions, you have to provide 
some structure. Our Culture is so important to us that we formed a Company 
Culture Committee (CCC) before we even published an organizational chart. 

Our CCC is a group dedicated to preserving our Culture for the present and the 
future. The Committee stresses that the Southwest Culture resides in each 
Employee, no matter the Employee’s title. 

The Committee consists of about 120 individuals who serve three-year terms. In 
addition to attending quarterly meetings, Committee members are required to 
participate in Culture events throughout our system. After serving three years, a 
member moves to Alumni status, but many of our Alumni remain active in 
Culture activities. This group works on their own time and spends endless hours 
trying to adjust the Culture where it clearly needs adjusting, create it where it 
appears not to exist, and preserve it where it is in good shape. 

When I chaired this group, I didn’t come up with the agenda for them, but I 
facilitated their meetings once they came up with their agenda. Of course, when 
I stepped down as an Officer in July 2008, our CEO appointed someone else to 
chair this Committee. I’m quite comfortable that she will follow the mission that 
was set twenty years ago for this special group of Employees. The CCC is so 
special that Herb has been quoted over the years as saying he thinks it is the 
most important Committee we have at our Company. 



K: Was being the head of the Culture Committee hard for you to give up 
when you stepped down as President? 

C: It sure was. I love the People who were involved, and it was fun to watch the 
Committee members blossom and grow. When I started the Culture Committee, 

I thought it would be about how to make life easier for the Employees. I was 
astounded because the Culture Committee is all about coming up with wonderful 
ways to sustain our Culture and to make work more fun. And we work hard to 
implement all of these very creative ideas. Let me give you a wonderful example 
of this: 

Many of our People are deployed, so we have been active since 9/11 with all 
branches of the armed services. I don’t think this is bragging, but our reputation 
as a family-oriented Company is real. We try to stay in touch not only with our 
Employees who are deployed, but also with the families who are left behind. I 
often receive notes from our deployed Employees or their families. One of my 
favorite letters came from one of our Pilots when he was serving in Iraq. 

We send these brave folks all kinds of goodies, including T-shirts that say, 
“Southwest loves you,” and munchies like peanuts and pretzels. It doesn’t cost 
very much, but it seems to make a real difference. This Pilot wrote and told me 
he opened the box of stuff we’d sent him in front of a Pilot from another airline. 
When the other man saw what was in the box, he said, “Your company sent that 
stuff to you?” Our Pilot said, “Yeah.” The other Pilot said, “You’ve got to be 
kidding me.” Our Pilot laughed and said, “No, as a matter of fact, they sent me a 
bunch of T-shirts; would you like one?” The other Pilot said, “Yes, I sure 
would.” 

So—no kidding—our Pilot sent me a picture of what happened to the T-shirt he 
gave the other Pilot. When the other Pilot had his photo taken for a new 
company ID, he wore the Southwest T-shirt under his shirt. He did it to make a 
point that he never heard anything from his company. 

Our People know we care. They know that it’s genuine. We don’t do those 
things to get accolades; we do them because it’s the right thing to do. 

K: Margie and I certainly were recipients of your caring Servant’s Heart, 
Colleen, when we lost our home in the wildfires that raged through 
Southern California in 2007. The wonderful care package of fun Southwest 
goodies you sent warmed our hearts. It was so unexpected and fun. For 



example, we laughed out loud when we pulled out a big Southwest Airlines 
cookie jar and quickly headed off to the store to fill it. That was an over-the- 
top expression of a Servant’s Heart. 

C: It’s the least I could do. 

K: Are there any other examples of how you provide structure to maintain 
your culture? 

C: Yes. Let me tell you one of the ways we have ensured that Customer Service 
is always a top priority for us. In June 2001,1 created our Proactive Customer 
Service (PCS) Group. I plucked Fred Taylor, Jr. from the frontlines, tucked him 
under my wing, and asked him to take on new responsibilities for coordinating 
the Company’s proactive Customer communications. 

Fred put together our PCS Team and, since then, this small group of five has 
worked directly with our operational, communication, and support departments 
to help make sure the information being provided to our internal and external 
Customers is accurate, timely, consistent, and meaningful. 

Fred’s drive for innovation has helped us create a unique Customer 
accommodation program and make the case for an advanced Customer 
messaging system. The PCS Team is constantly developing new ways to provide 
more timely and cost-effective communications while enhancing the overall 
message being delivered to our Customers by way of personal notifications and 
online videos. The PCS Team’s activities are unique to Southwest, and their 
efforts are directly tied to the Company’s cost management, revenue production, 
and Customer goodwill initiatives. 


^ Stop and Think 

Every organization has a culture. Some are planned and nourished; 
others just happen. Where are you and your organization in terms of 
culture? What are you doing to create and nurture a desired culture? 
What have you learned from our conversation that can help you? 




Differences Between Self-Serving and Servant 

Leaders 


K: Colleen, I really admire the way you collaborate with your People. 

C: It just makes sense. I have always felt that Leadership is a high calling. It’s 
not about a position. In fact, to me any Leadership position I have had was on 
loan from all the stakeholders in the organization—our Employees, our 
Customers, our Business Partners, and our Shareholders. 

K: You just identified a key difference between self-serving leaders and 
Servant Leaders. Self-serving leaders think they own their position. Most of 
their leadership time is spent protecting their position—what they think 
they own. They want to make sure everyone knows who’s the boss. They 
run bureaucracies and believe the sheep are there for the benefit of the 
shepherd. They want to make sure that all the money, recognition, and 
power move up the hierarchy and away from the frontline people and the 
customers. They are great at creating “duck ponds.” 

C: That’s for sure. Those quackers also don’t like feedback—particularly 
anything negative. When that happens, they think you don’t want them to lead 
anymore. That’s their worst nightmare, because they think they are their 
position, so they have to kill the messenger. 

K: That’s sad, and very different from how Servant Leaders respond to 
feedback. Their first response is, “Thank you.” They love feedback. Why? 
Because the only reason they are leading is to serve, so if anybody has any 
suggestions on how they can serve better, they want to hear all about it. 
Servant Leaders look at feedback as a gift. 

C: I love the saying I’ve heard you repeat often, Ken: “Feedback is the breakfast 
of champions.”— If our Employees are operating from a Servant’s Heart, when 
they receive feedback, their first response after they say, “Thank you, that’s 
really helpful,” should be, “Can you tell me more? Is there anybody else I should 
talk to?” My Executive Assistant, Vickie Shuler, is the best in terms of showing 
her Servant’s Heart in this manner; and, frankly, that makes me appreciate her 
more every day. 



Stop and Think 

How are you at receiving feedback? Do you kill the messenger, or do 
you listen and attempt to find out more? 


K: Servant Leaders are also willing to develop the leaders around them—a 
key belief you all have at Southwest. 

C: That gets us back to the beginning of our conversation when I stressed that 
Leadership is not the province of just the formal Leaders. I believe Leadership 
should emerge everywhere. That is our hope at Southwest Airlines—and with 
our value of a Servant’s Heart, our role as Leaders is to serve, not to be served. 
We want to bring out the best in all our People. We thrive on developing others 
and the belief that individuals with expertise will come forward as needed 
throughout our organization. As you said, above all, we want our Employees to 
be our business partners. They are, after all, owners. 

I think Robert Greenleaf expressed it well: “The tme test of a Servant Leader is 
this: Do those around the Servant Leader become wiser, freer, more autonomous, 
healthier, and better able themselves to become Servant Leaders?”— That’s 
exactly what I believe and, hopefully, do. I know I expect it from our People. 


** Stop and Think 

Do you help develop leaders around you, or are you threatened by 
them? If a leader arises, are you willing to colead with that leader or 
maybe even take a different position? Or do you make sure no one 
notices that leader and keep that person under your thumb? 





Final Words 


K: Well, that sounds like a wrap, Colleen. Our hope is that self-serving 
leaders will become a thing of the past. Instead, leadership throughout the 
world will be composed of people who lead with love and, in the process, 
“serve first and lead second.”— Do you have anything final you want to say 
to anyone who has been sitting in on our conversation? 

C: I’d like to say thanks for listening to some of my story and a lot of our LUV 
story. As you all have probably guessed by now, over the years I have not 
known how to separate myself from Southwest Airlines. I think this Company 
has been, in many ways, really, my life. It became my cause. Not that I haven’t 
had my own personal life, but when you get as involved in a group or 
organization or belief as I have with Southwest, almost everything you do has 
fingers that stretch out from that. My family and friends all talk about Southwest 
as “we,” whether they’re on the payroll or not. I love this Company and so do a 
lot of people. 


“The thing I’ve learned from Colleen, 
similar to what I’ve learned from Herb, 
is, of course, that People matter so much. 
She loves this Company; 
she loves our Employees; 
she loves our Customers. ” 

—Gary Kelly, Chairman, President, and CEO 


In July 2008,1 stepped down as President of Southwest Airlines. My heart told 
me it was time to allow the next generation of Leaders to have their day to lead. I 
had always thought that one of the best traits of a Leader is to know when to 
follow. While I am no longer the President, my severance agreement allows me 
to keep my office and staff for an additional five years. 

As my time to step down was approaching, Employees, business partners, and 
friends started asking what departure activities and gifts would mean the most to 
me. I don’t like to be the center of attention—never have, never will—but I did 
agree to hold one Company-wide Employee event because I felt our Employees 
would never forgive me if they were not able to show Herb (who was also 
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the “giver” in this transition, so I gave a special “LUV Relationships” video on 
DVD to our Employees, Customers, and Shareholders at our May 2008 Annual 
Shareholders Meeting. 

When I asked the folks at our advertising agency to put the video together, they 
thought I was crazy. I gave them names of twenty-five Customers and twenty- 
five Employees and just asked that they share their stories and impressions of 
Southwest. The advertising folks said, “What if they don’t want to participate?” I 
said, “They will.” They said, “What if they don’t have anything to say?” I said, 
“They will.” In fact, they ended up with more than seventy hours of video. Some 
weekend I’m going to get a bottle of wine and watch it all! They edited those 
seventy hours down to thirteen minutes. I challenge anyone to watch that DVD 
with a dry eye. I believe it truly captures the Culture I have been blessed to be a 
part of for forty years.— Many of the quotes scattered throughout this 
conversation came from the spontaneous words of Employees and Customers in 
that video. These People talked from their hearts and have described, better than 
I or anyone could, what Servant Leadership as love in action is all about. Does it 
work? I hope we have taken away any doubt from your mind about that. 

So let me leave you with one last thought. No matter where you are leading—in 
the office, at school, at church, at home, or in the community—the real question 
is this: 


Are you a Servant Leader, 
or are you a self-serving leader? 

You know what I think your answer should be—just make sure you always serve 
and lead with LUV in your heart. 


^ Stop and Think 

How do you answer that question? How would you have answered it 
before you read this book, and how would you like to answer it now? 
This is the key to leading with love: Are you leading to serve and help 
others, or are you leading for your own self-aggrandizement? 


K: Thanks, Colleen. What a joy it has been to have this conversation with 
you. And you just nailed it with your question. I hope, for all of you who 




have been sitting in on our conversation, you agree that that’s the right 
question and the right answer. And if you ever find yourself falling into the 
self-serving leadership category again, and you want to prevent that from 
occurring, remember: The answer is love. 

C: Ditto, Ken. And for one final example of how our People personify love in 
action, read this letter from Southwest Customer Mary Elizabeth Campbell to 
our current Chairman, President, and CEO, Gary Kelly: 

May 25, 2009 

Mr. Gary Kelly 
Chairman and CEO 
Southwest Airlines 

Dear Mr. Kelly, 

I am writing to express my deep thanks for the Southwest Airlines customer 
service I received on Sunday evening, May 17, 2009 when I suddenly 
learned at 4:45 PM that it appeared my father was dying. I needed to get to 
him as soon as possible. Three Southwest employees (and I believe 
Southwest’s organizational values) made the difference for me, living in 
Bethesda, Maryland, to get to my father in Sandusky, Ohio, one final time 
before he passed away at 3:25 a.m. Monday, May 18. My father was a proud 
World War II veteran who lived at the Ohio Veterans Home. 

Time was of the essence, but nothing was available on Southwest or any 
other airline and it was approaching 5:15 and then 5:30 p.m. I knew that 
Southwest Flight 126 out of Baltimore at 7:40 p.m. was my only hope, but it 
was unavailable. As I packed, my husband called Southwest. The agent told 
him to book me on the first available flight and get to the airport. Although 
there were no guarantees, if I was at the airport, I would have a chance of 
flying standby on Flight 126, and maybe something else could be done. We 
reached BWI (Baltimore) Airport in record time at 6:30 p.m. 

I got to the Southwest ticket counter unsure what would happen. At first the 
agent started to tell me that I needed to go to another counter, but then she 
stopped, took my driver’s license, ticketed me for standby on Flight 126, and 
told me to go to the gate and that they would make an announcement there. 
She calmly and quickly moved me along, and that helped me stay calm. 

Once at the gate, the Southwest agent told me the flight was overbooked by 



three and that there was another person in front of me for standby, so it did 
not look good. She said she could not guarantee anything, but she would 
make an announcement at boarding time. At this third critical juncture, she 
made a beautiful announcement, explaining to everyone that a passenger 
was on standby because her father was critically ill and was not expected to 
make it through the night. She asked something like, if anyone had any 
leeway in their schedule, would they consider making a difference in this 
person’s life by giving up their seat for her, as Flight 126 was the only flight 
that could get her to her father in time. She explained that Southwest would 
not be able to compensate the person, but would guarantee a flight the 
following day, and that Southwest, along with the passenger, would deeply 
appreciate this act of human kindness. Her statement was simple and 
dignified, and my need was so clearly stated. I waited for only a few minutes, 
but it seemed like eternity. And then someone came forward—followed by 
another, and then a third person. Passengers around me seemed to have 
been moved by Southwest’s announcement on my behalf. Someone said it 
renewed their faith in people. 

I know it is because of Southwest’s customer service that I made it to my dad 
before he died. I got to kiss him and say goodbye while he was still alive 
because I was on Flight 126.1 have no doubt of that. At any point along the 
way I might have been derailed, but Southwest’s customer service stood by 
me each time: I am so grateful that my husband was able to reach a real 
Southwest agent and not a recording, and for that person’s compassionate 
quick thinking. I am so grateful for the kindness of the ticket agent who 
simply booked me calmly and moved me along, not making me go to another 
ticket counter and repeat my story. And I am deeply grateful for the 
compassion and creativity of the employee at the gate who made the 
announcement. 

I am enclosing several cards from my father’s funeral. If you share my story 
with the employees on duty at BWI and on your phones on Sunday evening, 
May 17, the Southwest people who helped me may recognize themselves. I 
would like them to know they made a difference in my life and have a card 
from my father’s funeral as an expression of my thanks and as a reminder of 
the impact of their customer service. 

My father’s holy card, dated May 18, says it all. Southwest got me there on 
time on the evening of May 17.1 will always be grateful for this priceless 
gift, and I will gladly and gratefully fly Southwest for the rest of my life, 



whenever I can. Thank you. 
Sincerely, 

Mary Elizabeth Campbell 
Bethesda, Maryland 




Mary Elizabeth Campbell’s letter is a wonderful tribute to the legacy of our 
heroine, a servant leader who truly knows how to lead with love. Although she is 
no longer the President, the love continues. At a press conference announcing 
the change in her status from President to President Emeritus, a reporter asked 
the Chairman and CEO—a long time Employee of the Company—what our 
heroine’s role would be after stepping down from the Presidency. Without 
missing a beat, he said, “She has always been the Company Mom, and I can’t 
imagine that will ever change.” 

It seems he was right. Our heroine never wanted to be CEO; she was always 
more interested in the People side of things. She enjoys serving more than being 
served and giving rather than getting. She likes to bring smiles to faces. That’s 
exactly what her Mom did for her—and isn’t that what Moms are supposed to 
do? It certainly is—if you believe that Servant Leadership is love in action. 

Today, not only does the love continue, the Company’s profits continue as well. 
For as our heroine so clearly demonstrates, leading with love is a different (and 
fun) way to create real success. 





Epilogue 


Ken Blanchard 

I hope you have enjoyed Colleen Barrett’s loving Servant Leadership philosophy 
and the simple truths I have found over the years that make it work so well at 
Southwest Airlines and other great companies. Don’t make the fatal mistake of 
thinking that others—like your boss—would benefit from our chat more than 
you would. Although we hope you pass this book up the hierarchy, don’t miss 
how Servant Leadership as love in action can help you bloom where you are 
planted. Every day, we are tempted to see the world through self-serving glasses. 
And yet, we really make a difference in the lives of others, the performance of 
our organizations, and our own self-worth when we realize that we are here to 
love and serve and that leadership is not all about us. 

If you feel yourself resisting the message in this book, try reading it again with 
an attitude of discovery. Perhaps you’ll realize, if you didn’t get it in the first 
reading, that leading with love is the only way to get great results and human 
satisfaction at the same time. 

Colleen and I are convinced that human beings, working together in service to 
each other, can make a real difference in the world. You may say, as John 
Lennon sang, that we’re dreamers. But as Harriet Tubman said: “Every great 
dream begins with a dreamer. 

Always remember, you have within you the strength, 
the patience, and the passion to reach for the stars 
to change the world. ” 

Blessings on you and the people whose lives you touch. 
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LUV Notes 


From Ken: 

Writing this book with Colleen Barrett has been a life-changing experience. 
Never before have I met someone who practiced on a day-to-day basis all I have 
come to believe about leading and motivating people. Getting to know 
Southwest Airlines Founder Herb Kelleher, Colleen’s Executive Assistant 
Vickie Shuler, and many others in the Southwest family has also been a joy. 

I am blessed with the fabulous support staff gathered around me led by Margery 
Allen, my Executive Assistant. She keeps me on the straight and narrow and 
handles the multitude of requests for my time and energy with a loving heart and 
firm hand. Without Renee Broadwell, the writing of this book would have never 
happened. She lived and breathed every word with Colleen and me. Thank you 
to Martha Lawrence for her generous spirit and priceless feedback. Kudos also 
to Spencer Johnson, my coauthor of The One Minute Manager, for his 
invaluable suggestions, including the parables that start and end the book. And 
big hugs to my friends and colleagues at Skaneateles Country Club, near our 
family’s summer home, who once again provided vital feedback for this 
wonderful book. It all puts a big smile on my face and makes me proud. 

I am convinced that, when all is said and done in life, what’s important is who 
you love and who loves you. Without my beloved wife Margie, my fabulous 
kids Scott and Debbie and their families—including our five grandchildren—life 
would be a ho-hum experience. 

From Colleen: 

I must confess that I was thunderstruck when Ken Blanchard suggested that we 
might coauthor a book. Tmth be known, I could not imagine that anyone would 
think I had a story to tell. Nevertheless, as Ken started talking to me about what 
he saw as our shared passion for, and belief in, Servant Leadership, I realized 
how enjoyable it would be for us to have some frank dialogue about the values 
and philosophies we each hold so dear. Thus, our conversations began. 

I owe a huge debt of gratitude to Ken and Margie Blanchard for welcoming me 
into their lives; for sharing with me their life lessons; and, most importantly, for 
warmly embracing me with encouragement, support, friendship, and love. 



I am also indebted to Richard Andrews, Renee Broadwell, Martha Lawrence, 
and Pat Zigarmi (all Blanchard staff members), who provided me with much- 
needed expert advice and cheered me on with energetic enthusiasm throughout 
this entire project. 

I will be forever thankful to the 100-plus personal friends and family members 
who gave me valuable feedback on the initial draft of this book. Though no 
names are offered here, you know who you are. I’m confident that you realize 
how profoundly grateful I am for your honesty (which was occasionally brutal) 
and for your many suggestions. It all resulted in at least five complete overhauls 
to our approach and several minor editing revisions in terms of clarification or 
hoped-for perfection, but no changes to the book’s original intent. And it 
ultimately contributed to a greatly improved end product. 

And, finally, I thank each of SWA’s Warriors for giving me something to write 
about in the first place, and for continually and consistently “Living the 
Southwest Way,” whether on or off the clock. You continue to be my 
inspiration, and I love each of you. 



About the Leading at a Higher Level Series 


In winter 2009, my colleagues and I from The Ken Blanchard Companies 
published a revised and expanded edition of our 2007 book Leading at a Higher 
Level— It pulled together the best thinking from more than thirty years of 
working together. It truly is Blanchard on Leadership. Our hope is that someday, 
everywhere, everyone will know someone who leads at a higher level. 

In short, the well-being and personal growth of the people you are leading are as 
important—if not more so—as the goals you seek to achieve. 

The feedback on Leading at a Higher Level has been tremendous. Now that 
people know our curriculum, the only additions they ever request are in-depth 
examples of how leaders and their organizations have taken aspects of Leading 
at a Higher Level and put them into practice while maintaining a dual focus on 
performance and people. We decided to introduce the Leading at a Higher Level 
Series to do just that. 

The first book in that series I wrote with Garry Ridge, the President and CEO of 
WD-40 Company, titled Helping People Win at Work. The performance review 
system called “Don’t Mark My Paper, Help Me Get an A” that Garry and his 
colleagues initiated at WD-40 has elevated Partnering for Performance—a major 
aspect of Leading at a Higher Level —to whole new heights. This process has 
helped WD-40 Company become a darling on Wall Street. I am thrilled that the 
second book in this series is with Colleen Barrett, President Emeritus of 
Southwest Airlines—another darling on Wall Street. 

Why am I celebrating these successes? I got some insight into the importance of 
celebrating successes when I had a chance to do some writing with Norman 
Vincent Peale. Because Norman was the author of The Power of Positive 
Thinking,— his response didn’t surprise me when I asked him one day why the 
press didn’t report more good news. He said, “I’m so glad they don’t! If good 
news were news, there wouldn’t be much of it going on. The only reason bad 
news is news is because there’s not much of it happening.” 

What a wonderful perspective. When I watch the news, I hear mostly tragic 
stories, but then I realize that millions of people got home safely that night, took 
care of their families, and did good things. It’s just that few of these “good 


news” cases are ever reported. 


The same is true with organizations. In general—and in business in particular— 
you don’t hear much good news, especially during the tough economic times 
we’ve been experiencing. Most of what’s reported about business is negative. As 
a result, the public gets the impression that all businesses are bad and that they 
are run by self-serving, egotistical leaders who are only concerned about 
themselves. And yet that’s more the exception than the rule, from my 
experience. I am blown away every day by the leaders of not only large 
companies but of entrepreneurial ventures who are leading at a higher level and 
attempting to make a difference, not only for their financial shareholders, but for 
the people who work with them and the customers and communities they serve. 
Thanks, Garry and Colleen, for letting me share your wonderful, positive stories. 
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More Praise for Moral Intelligence 2.0 


“Lennick and Kiel demonstrate the critical importance of values-based 
leadership in building companies that last during difficult times. 

—Charles W. Sorenson, M.D., President and CEO, 
Intermountain Healthcare “Lennick and Kiel reveal the moral leadership 
practices of successful organizations. It’s fascinating to learn how moral 
intelligence drives business success at companies like Cardinal Health, 

American Express, and Hormel.” 

—Andrew Doman, President and CEO, Russell Investment Group 

“Moral Intelligence 2.0 has given me insights that will help us with the 
continued evolution of our business and will enhance our long-term survival 
and prosperity.” 

—Joe Dedin, Executive Director, Eagle Bluff 
Environmental Learning Center “Rarely do books come out that become 
required reading for members of all Boards. Moral Intelligence 2.0 gives a 
masterly analysis of how to do the right thing in corporate life.” 

—Peter Hogarth, Former Director London Stock Exchange 
and Senior Partner, LVA Partners “I’ve discovered from this book that it is 
moral intelligence which I have found so critical to my years of leading others. 

This has surely been the formula for the success of my business.” 

—Dale Larson, Owner, Larson Doors, Inc. 

“Lennick and Kiel have brought focus to a subject has been undervalued for 
years. I found that if my senior team held firmly to these principles, we would 
safely navigate the most challenging of times. I strongly recommend this book 
for every CEO and leader in the business world.” 

—Richard Harrington, Retired CEO, Thomson Reuters 

“The value of emotional intelligence in leadership has been well documented, 
but in this book, Lennick and Kiel solidify the absolute correlation between 



moral intelligence and business performance. This should be required reading 
for leaders at all levels.” 

—Bill Shaner, President and CEO, Save-A-Lot Food Stores 

“The authors show that rather than slowing down a business, moral 
intelligence is essential to success—even in the most difficult of times and 
when the competition is fiercest.” 

—Gary Bhojwani, President and CEO, Allianz Life Insurance 
Company of North America “Lennick and Kiel provide a clear and compelling 
path for readers to understand the importance of strong moral values to their 

business and the way forward toward execution.” 

—Michael E. LaRocco, President and CEO, Fireman’s Fund Insurance 

“This important book challenges every leader, every citizen, to lead lives with 
purpose, intention, and a true north.” 

—Roger Fransecky, Ph.D., Founder and Senior Partner, LVA Partners 

“Lennick and Kiel confront leadership’s comfort levels with gritty questions 
such as whether alleged values are aligned with actual behavior. Moral 
Intelligence 2.0 is a no nonsense book to be valued by those willing to invest 
effort to achieve integrity and success.” 

—Michael Sabbeth, Esq., Author of The Good, The Bad, & The Difference: 

How To Talk With Children About Values 

“During these times of public mistrust and cynicism of government, corporate 
America, and mass media, this book is needed now more than ever. The 
companies highlighted by the authors are thriving examples that success and 
profit can be achieved without sacrificing integrity. Our business is our 
employees.” 

—Yvonne K. Franzese, Chief Human Resources Officer, Allianz of America 



Foreword 


I find the wisdom of poets useful in my life and work. With a few words, the 
right poem at the right time can speak with a clear voice and help us see things 
new in the world. 

This poem by William Stafford provides us with a helpful place to return if we 
feel confused about a moral choice or challenge in the world. 

“The Way It Is” 

There’s a thread you follow. It goes among 
things that change. But it doesn’t change. 

People wonder about what you are pursuing. 

You have to explain about the thread. 

But it is hard for others to see. 

While you hold it you can’t get lost. 

Tragedies happen; people get hurt 
or die; and you suffer and get old. 

Nothing you do can stop time’s unfolding. 

You don’t ever let go of the thread. 

—William Stafford 

Credit: William Stafford, “The Way It Is,” from The Way It Is: New and 
Selected Poems. Copyright (cr) 1998 by the Estate of William Stafford. 
Reprinted with the permission of Graywolf Press, Minneapolis, Minnesota, 
www.graywolfpress.org . 

Moral Intelligence 2.0 provides us with the helpful guidance to choose and to 
follow the “thread” of our own moral compass. 

Each day we face a series of “moral moments”—personal choice points. These 
are moments that require some decisions to serve others or to be self-absorbed. 
We are likely, at times, to find ourselves in moral dilemmas. Each choice we 
make can feel as if we are either holding on to or letting go of our thread. 

We find the purpose path through our own life by following our own moral 
compass, holding on to our thread. How do we do such a thing? How do we 
follow some invisible thread that runs through our life? How can we even know 
it exists? 

One of the most helpful answers I can give is to simply read this book. It will 
help you look at the story of how your own life of moral intelligence has 



unfolded. It will help you see the thread that, perhaps invisible at the time, 
helped you choose whether to say yes or no, right or left. 

The authors have set out to illuminate a very complex subject—that of the moral 
compass in us all. And I found their insights revealing. Chapter 2 “ Born to Be 
Moral ” is worth the price of the book. I found myself again and again reflecting 
on the story, “A visit to the nursery.” The notion of our inborn capacity of 
empathy struck a deep chord within me. 

If we can trust that we are born “hardwired” to be moral, if we can trust that our 
hearts know how to recognize our thread, then this book will provide a blueprint, 
a manual of specifics to follow it. 

What practices, what knowledge or resource do we turn to in order to find our 
way? First, as the authors show us, we begin by choosing to uncover and express 
our purpose. Next, we clearly define the distinction between “how” we make 
choices, and “why” we make them. How often have we allowed the how of our 
choices to overshadow why we made them? 

Holding on to the thread, listening to your moral compass, may seem 
insignificant, but it is no small thing. It dramatically shifts the way we see, the 
way we choose, and the way we lead and live. It determines whether we lead a 
life of anxiety and stress or a spacious life of purpose and meaning. You don’t 
ever let go of the thread. 

Bottom-line thinking might now prevail, but the moral compass journey has 
deep roots. It also has deep resonance. One might say, in fact, that it’s not so 
much an idea whose time has come, as an idea that has always been with us— 
it’s just that we need to be reminded. I’m pleased that so many people’s lives 
have already been changed for the better through this reminder and I hope that 
the 2.0 edition will add to the number of those who are on the purpose path. 

—Richard L eider 

Bestselling author of The Power of Purpose and Repacking Your Bags 





Foreword to Previous Edition 


Building a Better Culture 

There are few issues with more significant impact on life in and out of 
organizations today than that of moral action. Crusades and jihads are moral 
righteousness taken to harmful and even evil extents—hurting others and 
demanding homogeneity of beliefs. The moral righteousness involved in trying 
to fix, save, or punish others has led to some of the most horrible episodes in 
human existence. Beyond the tragic loss of life, there is the subjugation of the 
human spirit. There is the loss of dreams and possibilities—the loss of spirit. 
Ironically, this travesty of moral imperialism comes at the same time as people 
worldwide are voicing the need for more spirituality and religion. 

Most of us know right from wrong. In hundreds of studies of the characteristics 
that differentiate outstanding from average leaders from their less effective 
counterparts (both average and poor performers), integrity has never appeared to 
distinguish high performers. Is this evidence of a morally bankrupt system? No. 
It is that the moments of “out-tegrity” are so egregious and shocking that we 
become preoccupied with them. In the process, we miss the many tests of our 
morality and humanity that we face each day. For example, deciding how to 
promote a product or service is enacted in the context of one’s values and an 
organizational culture that encourages consistency with a set of shared beliefs 
and norms. 

The essential challenge of moral intelligence is not knowing right from wrong, 
but doing versus knowing. There are people who are suffering from mental 
illness and a small percentage of the population that are psychopaths or 
sociopaths. All of these people may not “know” right from wrong. But most of 
us are not in that category. So why don’t we act appropriately more often? Most 
of us do—most of the time. Of the hundreds of decisions we make each day, 
most of us consider what is “right,” what will be better and help our community, 
organization, and fellow humans. But we don’t always agree on what is right. 

Values and Operating Philosophy 

This is where values and philosophy come into play. Our values are based on 
beliefs and determine our attitudes. A value typically includes an evaluation (i.e., 
good or bad designation) of an object or subject. Sets of values form 
proscriptions and prescriptions (i.e., statements of what not to do and what to do) 



that guide our daily life. Values also affect how we interpret and perceive things 
and events around us. But decades of research on values have shown little 
correlation to behavior.- 

To understand people’s actions, we have to look behind specific values to 
uncover how an individual determines value. This can be called a person’s 
“operating philosophy.” Research into typical operating philosophies has 
resulted in a test that allows us to measure a person’s relative dominance among 
three different ways to determine the value of a act, a project, a decision, how to 
spend your time, and so forth.- Our philosophy is the way we determine values. 

For example, a consultant lists “family” as a dominant value, but still spends five 
days a week away from his wife and two children, traveling for his job. He says 
he’s enacting his value by providing enough money for his family’s needs. By 
contrast, a manufacturing manager who also lists “family” as his dominant value 
has turned down promotions so he can have dinner each night with his wife and 
children. 

The difference between those two men might be in how aware they are of their 
true values, how aligned their actions are with those values, or in the way they 
interpret their values. Accordingly, they reveal deep differences in how each 
values people, organizations, and activities. Such differences may reflect 
disparate operating philosophies—the most common of which are pragmatic, 
intellectual, and humanistic.- And although no one philosophy is “better” than 
another, each drives people’s actions, thoughts, and feelings in distinctive ways. 

The central theme of a pragmatic philosophy is a belief that usefulness 
determines the worth of an idea, effort, person, or organization.- People with this 
philosophy often measure things to assess their value, and believe that they’re 
largely responsible for the events of their lives. No surprise, then, that among the 
emotional intelligence competencies, pragmatics rank high in self-management. 
Unfortunately, their individualistic orientation often—but not always—pulls 
them into using an individual contribution approach to management. 

The central theme of an intellectual philosophy- is the desire to understand 
people, things, and the world by constructing an image of how they work, 
thereby providing them some emotional security in predicting the future. People 
with this philosophy rely on logic in making decisions, and assess the worth of 
something against an underlying “code” or set of guidelines that stress reason. 
People with this outlook rely heavily on cognitive competencies, sometimes to 
the exclusion of social competencies. You might hear someone with an 
intellectual philosophy say, for example: “If you have an elegant solution, others 


will believe it. No need to try to convince them about its merits.” They can use a 
visionary leadership style, if the vision describes a well-reasoned future. 

The central theme of a humanistic philosophy is that close, personal 
relationships give meaning to life.- People with this philosophy are committed to 
human values; family and close friends are seen as more important than other 
relationships. They assess the worth of an activity in terms of how it affects their 
close relations. Similarly, loyalty is valued over mastery of a job or skill. Where 
a pragmatist’s philosophy might lead her to “sacrifice the few for the many,” a 
humanistic leader would view each person’s life as important, naturally 
cultivating the social awareness and relationship management competencies. 
Accordingly, they gravitate toward styles that emphasize interaction with others. 

Each one of us believes in these three value orientations (i.e., pragmatic value, 
intellectual value, and human value). But most of us will prioritize three value 
orientations differently at different stages in our lives. 

The point is that we have to be more aware both of our values and how we value 
—our philosophy. We need to be sensitive to those who have different values 
and different philosophies if we are to live together and make the world a better 
place. And we need to be sensitive to such differences if we are to have adaptive, 
resilient, and innovative organizations. Diversity brings us innovation, but only 
if we are open to it and respect it. 

In this book, Doug Lennick and Fred Kiel define moral intelligence as, “the 
mental capacity to determine how universal human principles should be applied 
to our values, goals, and actions.” They argue we are “hard wired” to be moral 
but often stray from the path. Within each of us are the values and basis for our 
moral compass. Each of us should pay attention to our moral compass often— 
more often than we do. Lennick and Kiel’s exploration of this topic could not 
have come at a more important time. 

Cultural Relativism and Moral Horizons of 
Significance 

We are exposed to the vast differences in the world on the Internet, television, 
movies, and newspapers. We see it in our organizations and schools. We see it 
walking down the street of most cities of the world. Is every culture and 
subgroup within it assured that its values and philosophy are “OK” with the rest 
of us? Maybe not. 

In his 1991 book, The Ethics of Authenticity , McGill University Professor and 


prominent philosopher, Charles Taylor, claimed that cultural relativism and 
postmodernism both violated basic ethical standards.- He claimed that cultural 
relativism (“everyone has their own morality based on their situation and 
culture”) taken to its ultimate conclusion becomes moral anarchy. It breeds a 
form of egocentrism and selfishness. It suggests everyone is in their own world. 
Similar to the argument in Moral Intelligence, Taylor suggests that there are, 
among humans and society, “moral horizons of significance.” These are the 
universals that Lennick and Kiel propose are so crucial to organizational success. 
We know it is wrong to kill another human. But we can be brought to that point 
by contingencies. Is it acceptable to kill someone to defend your family? To get 
food for yourself? To take their shirt or sneakers because you like them and 
cannot afford to buy them? Because they annoy you? Because they have insulted 
your faith? Taylor’s concept is central to the application of the ideas in this 
book. How do we determine what exceptions to moral universals are justified 
and which show a lack of moral intelligence? 

But this brings us back to whose values and philosophy are right or more right 
than the others? Without a high degree of moral intelligence, Lennick and Kiel 
illustrate in their book with marvelous and moving stories, we fall back into 
fighting to defend our own views as best—and imposing them on others. 

In deconstructing the components of moral intelligence, Lennick and Kiel show 
us how four clusters of skills integrate to form this capability: integrity, 
responsibility, compassion and forgiveness, and emotions. They offer many 
ideas as to how we can use our moral intelligence to evoke moral intelligence in 
others. Their combined effect will be more effective organizations. Why? First, 
we will be proud of where we work and for what it stands. Therefore, we will 
feel more committed to the organization, its culture, and vision. Third, we will 
access and utilize more of our own talent (and that of others around us) because 
we are free from guilt and shame. And fourth, it is the right thing to do! 

Believing and Belonging 

There is another crucial business impact from values, philosophy, and collective 
moral intelligence—they form the basis of our organizational vision, purpose, 
and culture. We want to believe in what we are doing. We want to feel that we 
are contributing and our work has some meaning. But looming labor pool 
demographics and skill shortages suggest that, as McKinsey and Company said, 
we are in a “war for talent.”- This will become a battle for the hearts and minds 
(and even the spirit) of people your organization wishes to attract, keep, and 


motivate. Over the course of the next decades, an organization’s vision, sense of 
purpose, and culture will become even more significant recruitment 
differentiators to discerning job applicants. 

Moral Intelligence 

In the following pages, you will be provoked into reflecting on your own beliefs 
and style of using them. You will be inspired by reading about effective 
executives with high moral intelligence. You will be ashamed and embarrassed 
reading about ineffective executives who do not seem to be able to spell moral 
intelligence, nonetheless, live it. The apparent simplicity of their argument and 
smoothness of their writing style should not be misunderstood. This material is 
deep and significant. The impact of moral intelligence is much more than the 
long-term success of your organization. It is the preservation of our civilization 
and species. 

—Richard E. Boyatzis 
Coauthor of Primal Leadership 
January 31, 2005 
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Introduction 


In 2005 we were fortunate to publish the first edition of Moral Intelligence. In 
the book, we argued that sustainable business performance was only possible 
when leaders and their organizations acted in concert with certain core universal 
principles, including integrity, responsibility, compassion, and forgiveness. We 
described the skills that were needed for leaders to behave in ways that were 
both moral and at the same time financially smart for their businesses. We 
demonstrated through the lives of some of the United States’ most highly 
regarded leaders the essential relationship between moral competence and 
business success. 

Still reeling from the corporate accounting scandals of the early 2000s, such as 
Enron and WorldCom, we hoped that Moral Intelligence would serve as a call to 
action for leaders to “do the right thing” for their stakeholders and themselves. 
Since the initial publication of Moral Intelligence six years ago, countless 
leaders have heeded that call to action. Sadly, other leaders continue to bury 
their moral compasses, choosing greed over integrity. In some cases, the choice 
to ignore moral principles and values has proved nearly catastrophic: By the fall 
of 2008, the global economy was about to implode. Much of the blame—though 
certainly not all—goes to financial services industry leaders who prioritized 
short-term financial gain for themselves and their firms over everything else, 
including their responsibility to customers, employees, and the survival of 
nations. 

Mark Sheffert, Chairman and CEO of Manchester Companies, headquartered in 
Minneapolis, Minnesota, offers this perspective regarding the moral issues that 
underlie the financial crisis and global recession: 

I truly believe in my heart of hearts that the underpinning in the financial 
crisis was greed, power, and corruption with people grabbing for their 
unfair share of the economic pie. Financial institutions, Wall Street, Main 
Street, investors, rating agencies, people selling, people buying. Whether it 
was Ponzi schemes or backdating stock options or something else, it didn’t 
matter. It was ah justified somehow by the notion that ‘I deserve it’. The 
country has lost its moral compass. The Johnson Institute did a study 
recently that revealed 56% of MBA students and 43% of law students 
admit they cheat, and 93% of them say cheating is justified, and more than 
90% said they have no moral dilemma about doing so. Remember, these 
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professionals of the future. Greed and lack of ethics have permeated every 
aspect of our society and it’s a systemic issue. This greed and lack of ethics 
has resulted in an upside-down economy with massive unemployment, and 
it’s not going to get better soon for a lot of reasons. Many companies went 
out of business and aren’t even here to employ someone. Starting 
businesses in this environment is nearly impossible. Big companies are 
doing more with less. Six percent of the nation’s GDP is related to the cost 
of dealing with fraudulent behavior. If your company generates $100 
million in revenue, then your company is spending $6 million per year 
dealing with fraud and the lack of ethics. 

Kim Sharan, chief marketing officer and President Financial Planning and 
Wealth Strategies for Ameriprise Financial, underscores Mark Sheffert’s 
analysis of the financial costs of ignoring moral principles: 

Mistrust in the marketplace is very high. How do you reinforce to the 
consumers] that you’re focused on doing what’s right for them when every 
day there is a new scandal or fraud in the news? What has happened over 
the past three to five years is it has gotten harder to rise above the noise. 

I’m sure what happened to Enron at the turn of the century was felt by 
every energy company. What happened with Lehman and Bernie Madoff 
has created a halo effect that is felt by every company and everyone in the 
financial services industry. Because of the proliferation of social media, the 
viral nature of the situation has resulted in a high degree of mistrust of the 
entire [financial services] industry. 

For us at Ameriprise, we have to figure out how to show our clients that we 
have acted with integrity and excellence in all we do, doing the right thing 
for the consumer at every turn—all of that is critical. At the heart of 
building a brand is taking charge of delivering a great experience for the 
consumer. Every advisor and every employee has to deliver on certain 
principles every time. Those principles are actively caring about the client, 
behaving with integrity, standing up for what is right, and accepting 
responsibility for serving them. When it comes to moral intelligence, all of 
us have to be very real. It’s always been critical for sustainable success, but 
it’s more obvious now than at any other time. 

With this edition of the book, Moral Intelligence 2.0, we intend to underscore 
the message that moral competence is critical not only to the success of 
individual leaders and business, but [also] to the survival of the global economy. 
For today’s leaders, it is even more clear that moral competence is not a “nice to 



have;” it is a “must have.” 

The integrity crises of the first decade of the 21st century have been devastating. 
But they have not yet convinced enough leaders of the importance of morally 
intelligent leadership. How many wake-up calls do leaders need to get the 
message that their ultimate success depends on moral leadership? Will leaders 
get another chance to do the right thing? Given the precarious nature of today’s 
global economy, we fear that this wake-up call to choose integrity over greed 
might very well be our last. 

In a spring 2009 conversation with author Doug Lennick, American Express 
CEO Ken Chenault observed, “Business has focused too much on capitalism and 
profit versus capitalism and societal good.” If the CEO of an iconic institution 
such as American Express thinks business should be paying a lot more attention 
to moral values, how can any leader afford to ignore the call to put moral values 
at the center of what they do? Leaders must hold themselves to a high standard, a 
morally intelligent standard. 

Moral intelligence is not an issue only for American business leaders. It is a 
universal leadership imperative. For example, leaders at Deutsche Post, a global 
mail and logistics services provider, continually reinforce the importance of its 
corporate values: to deliver excellent quality, to make our customers successful, 
to foster openness, to follow clear priorities, to be entrepreneurial, to act with 
integrity, and to accept social responsibility. Deutsche Post has weathered tough 
times, including a large layoff in its U.S. based workforce in November 2008 as 
the world began to experience the impact of the financial crisis and a global 
recession. After suffering revenue losses in 2009, Deutsche Post rebounded in 
2010 with 13.9% consolidated revenue growth by the end of the third quarter. It 
is no coincidence that Deutsche Post’s commitment to its values and moral 
principles has contributed to its ongoing financial success. 

Back in the mid-1990s, well before the early 2000 corporate accounting 
scandals, well before the dot.com bubble burst, and before we could have even 
imagined the global financial crisis that exploded in 2008, we had a conversation 
both authors vividly recall. Doug was then executive vice president, Advice and 
Retail Distribution for American Express Financial Advisors. Doug was well 
known for developing a high-performing sales force of approximately 10,000 
financial advisors and was an early champion of emotional intelligence skills 
training at American Express. Fred, a pioneer in the field of executive coaching, 
was a psychologist and co-founder of a leading executive development company 
and then as now, actively engaged in helping senior executives improve their 



personal performance as leaders. 

As we talked, we realized that we had some common ideas about the ingredients 
of high performance that we were both struggling to conceptualize. We agreed 
on the importance of emotional intelligence—the constellation of self- 
awareness, self-management, social awareness, and relationship management 
skills that are now commonly regarded as critical to success in the workplace. 
We discovered, though, that neither of us thought emotional intelligence was 
sufficient to assure consistent, long-term performance. 

In the course of nearly 30 years, we had collectively worked as business 
executives, entrepreneurs, and leadership consultants to chief executives and 
senior leaders of Fortune 500 companies, large privately held companies, and 
start-ups. We had each coached hundreds of leaders. The most successful of 
them all seemed to have something in common that went beyond insight, 
discipline, or interpersonal skill. We also spoke about noted public figures with 
masterful emotional intelligence skills who would sway like reeds in the wind 
when faced with morally loaded decisions. We hypothesized that there was 
something more basic than emotional intelligence skills—a kind of moral 
compass—that seemed to us to be at the heart of long-lasting business success. 
Our ideas became the focus of the first edition of Moral Intelligence. In 
retrospect, we may have been ahead of our time: Given the financial crises of the 
late 2000s, our initial insights about the central importance of moral intelligence 
to business success seem more relevant than ever. 

We offer this book as a roadmap for leaders to find and follow their moral 
compasses. In the pages ahead, you will hear from leaders who are committed to 
morally intelligent behavior. Although we believe that doing the right thing is 
right for its own sake, recent history has demonstrated that leaders who follow 
their moral compasses can find that it is the right thing for their organizations as 
well. In this book, we hope you find the tools to become the best leader you can 
be. You—and your organization—deserve nothing less. 

Leaders Interviewed 

We are deeply indebted to the large group of leaders who contributed to our 
thinking and research. Our interview subjects were especially generous with 
their time and candid in their self-assessments. 
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Part I. Moral Intelligence 



1. Good Business 


Jim Thomsen, senior vice president of Member Services for Thrivent Financial, 
a membership-based financial services company, recalls the financial meltdown 
in September 2008 all too well: “I was really mad at our industry,” Jim said, “but 
initially I wasn’t worried about our company.” Thrivent’s solid standing 
compared to its competitors at the end of 2008 was well earned. In the several 
years leading up to the economic crisis, when “everything was hot,” some 
members of Thrivent’s field sales force had put a lot of pressure on company 
management and the Thrivent Bank to be more aggressive and to do some of the 
things other firms were doing. But Thrivent management resisted. 

When it came to home lending, for example, we stayed with the 
fundamentals that have worked over time. We actually required 
things like 20% down payments for homes, and we used independent 
appraisers to determine property values. We had no subprime 
mortgages in our portfolio. It was hard to maintain that position when 
so many other companies were being aggressive and making lots of 
money doing so, but it was the right thing to do, and we did the right 
thing. 

Jim thought that Thrivent had dodged a bullet thanks to its more conservative 
investment practices. But not completely. As Jim describes it 

It was near the end of 2008.1 had just been through a week where our 
executive team had been meeting, and we had just gotten a lot of good 
news. We had very little exposure to Lehman. We were well 
capitalized. We had no reliance on short-term debt. We were in a 
really strong position and prepared to weather a very difficult storm. 

I was feeling pretty good. 

Later that evening, Jim attended a charity event at the famous Depot in 
downtown Minneapolis. 

I was walking around the silent auction with a neighbor of mine, and 
he introduced me to an acquaintance of his who was an executive with 
another company. He asked me what I did for a living. I told him I 
was in the financial services industry, and he said, ‘That used to be an 
honorable profession!’ When he said that it was like a slap in the face. 
That comment to me was really an eye opener. I had been thinking we 



were immune because we had done the right thing, but I realized then 
we were going to be judged guilty by association. And I thought ‘If 
I’m feeling this way, [then] the men and women meeting with our 
clients every day must really be feeling it.’ 

Jim realized in that moment that Thrivent would have to work hard to 
differentiate itself from its industry peers: 

My personal reputation and the reputation of the firm [were] taken 
into the cesspool along with our industry. This was very hard on our 
employees and our representatives, and I realized I personally needed 
to take responsibility and serve their needs for information and 
understanding. I had to support our representatives and give them the 
confidence to be proactive and make contact with their clients and our 
members. Other executives and I made sure our representatives 
understood why our clients could and should have confidence in the 
company and their representative. A lot of advisors in the industry 
went into hiding, but we went on the offensive and increased our 
communication and contact with clients. 

To a large degree, the strategy Jim and his fellow Thrivent executives adopted in 
the wake of the financial crisis has been successful. “We’ve actually had three of 
our best years ever,” says Jim, “because we had the courage not to follow the 
lemmings. We really do make decisions with the best long-term interests of our 
clients in mind.” 

Jim’s biggest fear today? “I worry that the world has short-term memories. Some 
of the leaders who took the industry down are gone, but I’m seeing some of the 
same behavior again that hurt the industry.” 

Moral Stupidity Act 1 

Jim Thomsen’s fear is well taken. In the last ten years, the corporate landscape 
has been through two waves of major financial misdeeds. The first part of the 
decade was marked by corporate accounting scandals that all had their roots in 
moral weakness on the part of corporate executives: 

Former energy company Enron became the poster child for corporate corruption 
in 2001 when it was revealed that its financial status was fabricated through 
deliberate and extensive accounting fraud. In May 2006, former CEOs Ken Lay 
and Jeffrey Skilling were convicted of criminal fraud and conspiracy. In a 
dramatic twist, Ken Lay died—before he could be sentenced—in July 2006 of 
“natural causes” related to cardiovascular disease. In October 2006, Skilling was 



sentenced to 24 years and four months in prison. Ex-Enron CFO Andrew Fastow 
had pleaded guilty to fraud in 2004 in exchange for a ten-year prison sentence. 

In November 2006, Enron executives Andrew Fastow and his former chief aide 
Michael Kopper, received sharply reduced sentences because of their 
cooperation with prosecutors to help convict Ken Lay and Jeffrey Skilling. 
Between 2004 and the end of 2009, Enron Creditors Recovery Corporation paid 
out about $21.6 billion to Enron’s creditors and litigation related to Enron’s 
collapse continues. 

In July 2004, cable company Adelphia founder and former CEO, John Rigas, 
and his son Timothy were found guilty of conspiracy, securities fraud, and bank 
fraud. Charges against them included concealing $2.3 billion in loans and 
embezzling, bankrupting what was then the nation’s fifth-largest cable company. 

In 2004, the Securities and Exchange Commission charged Lucent Technologies 
(later acquired by French telecommunications equipment-maker Alcatel) with 
fraudulently recognizing more than $1 billion in revenues and $470 million in 
pretax income during fiscal 2000. It also charged individual executives for their 
alleged roles in the case. Lucent settled the SEC Enforcement Action in May 
2004, paying a $25 million penalty. Ten executives who were charged in the 
matter reached individual settlements involving sizable penalties over the course 
of the ensuing two years. 

In 2005, HealthSouth former CEO Richard Scrushy was acquitted in a $2.5 
billion fraud scheme to overstate earnings and inflate stock prices during a 
period between 1996 and 2002. The acquittal was surprising to many because 
there had been extensive testimony that he was knowledgeable about the fraud, 
and because 15 former executives had already pleaded guilty and a 16th had 
been convicted by jurors. But Scrushy’s legal woes were not over. In August 
2006, the Alabama Supreme Court ruled that Scrushy must repay $48.8 million 
in bonuses he received during the period of the fraud—at a time when the 
company was sustaining massive operating losses. 

In 2006, antivirus and security software provider McAfee fired President Kevin 
Weiss, and its CEO and Chairman George Samenuk retired after a stock options 
investigation found accounting problems required financial restatements. 

David C. Wittig, the former CEO of Kansas utility company Westar Energy, 

Inc., was sentenced in April 2006 to 18 years in prison for conspiracy, wire 
fraud, money laundering, and circumventing internal controls. Wittig served 13 
months in prison before he was released on bond in January 2007, following a 
Federal appeals court reversal of several convictions. 



iviorai intelligence coma nave Kepi eacn or mese companies, ana meir leaaers, 
out of the courts. Instead companies, employees, and shareholders all suffered. 
Despite the damage caused by this raft of corporate corruption, despite the 
photos of executives being carried off in handcuffs, it seems that corporate 
America still hasn’t learned the lessons of moral intelligence. Such corporate 
scandals represent just the tip of the iceberg for bad business behavior. 

Financial Services Take the Stage 

Nowhere has the absence of moral competence been more glaring than in the 
financial services industry. Looking at financial services with a moral lens, a 
financial services firm is supposed to exist to serve the financial needs of its 
clients, thereby generating profits for itself. But during the last decade, many 
financial services firms turned that mission on its head. It certainly appears they 
prioritized their own financial gain, often at the expense of the clients whose 
financial objectives they had a responsibility to serve. In looking back over the 
last few years, Ken Krei, president of the Wealth Management Group of M&I 
Bank observes: 

There’s been a great deal of momentum for the industry to sell the 
product that is easiest to sell, bonds, now and option rate securities 
earlier. Companies try to drive revenue with this momentum, but it 
hurts the seller eventually because eventually what’s easiest to sell is 
not necessarily what’s best for the buyer. 

Dale Larson, CEO and president of Larson Manufacturing Company, the largest 
U.S maker of storm doors, echoes Krei’s sense about Wall Street’s priorities: 

I’m kind of cynical about Wall Street. They think the more 
complicated they make the product, the easier it is to sell and 
everyone will think they’re smarter than anybody else. I think the 
derivative investments were way over the top. I think a lot of people 
knew what they were selling and didn’t care. In the 1950s, only 6% of 
profits were made by financial institutions. Now it’s about 35%, so a 
lot of people are making money by passing paper around. 

By fall of 2008, a growing number of industry observers were convinced that 
greedy executives in the financial services industry were not just cheating 
individual clients—they were likely major perpetrators of a massive economic 
crisis that threatened to take down the entire global economy. In contrast to the 
fate of the previous generation of corporate lawbreakers, most architects of the 
worst financial downturn since the Great Depression of the 1920s and 1930s 
have so far escaped prosecution or any major sanctions. 



Former mortgage lender Countrywide CEO Angelo Mozilo has been widely 
reported in the media as a prime suspect in the economic crisis that began to 
brew by 2007. On June 4, 2009, the SEC filed charges against Mozilo and two 
other Countrywide executives. According to an October 15, 2010 Securities and 
Exchange (SEC) press release: 

...they[Countrywide executives] failed to disclose to investors the 
significant credit risk that Countrywide was taking on as a result of 
its efforts to build and maintain market share. Investors were misled 
by representations assuring them that Countrywide was primarily a 
prime quality mortgage lender that had avoided the excesses of its 
competitors. In reality. Countrywide was writing increasingly risky 
loans and its senior executives knew that defaults and delinquencies in 
its servicing portfolio as well as the loans it packaged and sold as 
mortgage-backed securities would rise as a result. 

The SEC’s complaint further alleged that Mozilo engaged in insider trading in 
the securities of Countrywide by establishing four 10b5-l sales plans in October, 
November, and December 2006, while he was aware of material, nonpublic 
information concerning Countrywide’s increasing credit risk and the risk 
regarding the poor expected performance of Countrywide-originated loans.- 
In September 2010, Daily Finance reported the following: 

During the 2008 mortgage meltdown, Mozilo’s remarkable copper- 
colored visage became synonymous with executive excess. In addition 
to his impressive yearly salary and company-funded memberships at 
three country clubs, Mozilo also received millions of dollars in 
Countrywide stock, more than $406 million of which he liquidated to 
increase his bottom line. Over $140 million worth of these shares went 
on the block in 2006 and 2007. 

While Mozilo was getting rid of his Countrywide shares, the company 
was also loosening its mortgage guidelines, getting deeper and deeper 
into the risky subprime mortgages that later proved its downfall. 

These relaxed standards proved very helpful to Mozilo’s friends— 
including Ed McMahon, Senator Christopher Dodd, and dozens of 
Fannie Mae employees—who received sweetheart mortgage deals 
from Countrywide. They were less helpful to stockholders, who were 
left holding the bag when Countrywide failed.- 

In October 2010, Mozilo avoided trial on charges of fraud and insider trading by 
striking a deal to nav the SEC $67.5 million, the largest sum ever paid bv a 


public firm senior executive in an SEC case. Those funds will be used to help 
repay harmed investors. 

Prior to its collapse and sale to JPMorganChase in 2008, former financial giant 
Bear Stearns had been recognized multiple times as the “Most Admired” 
securities firm in Fortune magazine’s “America’s Most Admired Companies” 
survey, and second overall in the security firm section. The annual survey is a 
prestigious ranking based on employee talent, quality of risk management, and 
business innovation. Fortune magazine reported that in July 2007, while two 
Bear Stearns hedge funds holding toxic mortgage-backed securities were nearing 
collapse, CEO James “Jimmy” Cayne was playing bridge in Nashville. In March 
2008, while the company was on the verge of bankruptcy, Cayne was again 
playing bridge—this time in Detroit. Two weeks later, right after JPMorgan 
raised its bid for the company, Cayne sold all his equity in the company, earning 
$60 million. Bear Stearns clients were not so lucky. Cayne later admitted some 
responsibility for the downfall of the once stellar firm. “I didn’t stop it. I didn’t 
rein in the leverage,” he told Fortune magazine.- 

According to Peter Chapman, author of a 2010 history of Lehman Brothers, 
“Lehman Brothers died when over 150 years later a once proud institution was 
caught peddling junk to the world.”- Lehman’s former CEO Dick Luld, who 
presided over the death of one of Wall Street’s most esteemed firms, has 
infuriated former clients and the general public alike. Luld is especially reviled 
for refusing to apologize for his responsibility for the Lehman bankruptcy (the 
largest in U.S. history with $613 billion in outstanding debt), As one 
commentator pointed out “Even Bernie Madoff said he was sorry. 

Ken Lewis, former CEO of Bank of America, who helped orchestrate the 
acquisition of Merrill Lynch, was reported by numerous media outlets to have 
concealed information about huge bonuses that subsequently went to Merrill 
employees—bonuses funded by federal TARP funds. In Lebruary 2010, 
following an investigation by the SEC and New York Attorney General Andrew 
Cuomo, Cuomo sued Bank of America for defrauding investors and the 
government when buying Merrill Lynch & Co when it failed to disclose the 
Merrill bonus agreement. The bank agreed to pay a $150 million fine to settle a 
related lawsuit by U.S. regulators. - 

Goldman Sachs initially seemed like the shining exception to the epidemic of 
greed that had unraveled other investment firms such as Lehman, Bear Stearns, 
and Merrill Lynch. But it may turn out Goldman Sachs is not immune to the 
moral lapses that have infected so many other firms. While the rest of the 


financial services industry mignt nave lelt reassured by Goldman bacns' 
capability to pay out big bonuses in the midst of epic Wall Street failures, United 
States government officials were puzzled about its success. On April 16, 2010, 
the Securities and Exchange Commission charged Goldman Sachs with fraud in 
structuring and marketing collateralized debt obligations (CDOs) tied to 
subprime mortgages. According to the SEC announcement: 

The SEC alleges that Goldman Sachs structured and marketed a 
synthetic collateralized debt obligation (CDO) that hinged on the 
performance of subprime residential mortgage-backed securities 
(RMBS). Goldman Sachs failed to disclose to investors vital 
information about the CDO, in particular the role that a major hedge 
fund played in the portfolio selection process and the fact that the 
hedge fund had taken a short position against the CDO. 

“The product was new and complex but the deception and conflicts 
are old and simple,” said Robert Khuzami, director of the Division of 
Enforcement. “Goldman wrongly permitted a client that was betting 
against the mortgage market to heavily influence which mortgage 
securities to include in an investment portfolio, while telling other 
investors that the securities were selected by an independent, 
objective third party.” 

Kenneth Lench, chief of the SEC’s Structured and New Products Unit, added, 
“The SEC continues to investigate the practices of investment banks and others 
involved in the securitization of complex financial products tied to the U.S. 
housing market as it was beginning to show signs of distress.” 

The SEC alleges that one of the world’s largest hedge funds, Paulson & Co., 
paid Goldman Sachs to structure a transaction in which Paulson & Co. could 
take short positions against mortgage securities chosen by Paulson & Co. based 
on a belief that the securities would experience credit events. 

According to the SEC’s complaint, filed in U.S. District Court for the Southern 
District of New York, the marketing materials for the CDO known as ABACUS 
2007-AC1 (ABACUS) all represented that the RMBS portfolio underlying the 
CDO was selected by ACA Management LLC (ACA), a third party with 
expertise in analyzing credit risk in RMBS. The SEC alleges that undisclosed in 
the marketing materials and unbeknownst to investors, the Paulson & Co. hedge 
fund, which was poised to benefit if the RMBS defaulted, played a significant 
role in selecting which RMBS should make up the portfolio. 

The SEC’s complaint alleges that after participating in the portfolio selection, 



Paulson & Co. effectively shorted the RMBS portfolio it helped select by 
entering into credit default swaps (CDS) with Goldman Sachs to buy protection 
on specific layers of the ABACUS capital structure. Given that financial short 
interest, Paulson & Co. had an economic incentive to select RMBS that it 
expected to experience credit events in the near future. Goldman Sachs did not 
disclose Paulson & Co.’s short position or its role in the collateral selection 
process in the term sheet, flip book, offering memorandum, or other marketing 
materials provided to investors. 

The SEC alleges that Goldman Sachs Vice President Fabrice Tourre was 
principally responsible for ABACUS 2007-AC1. Tourre structured the 
transaction, prepared the marketing materials, and communicated directly with 
investors. Tourre allegedly knew of Paulson & Co.’s undisclosed short interest 
and role in the collateral selection process. In addition, he allegedly misled ACA 
into believing that Paulson & Co. invested approximately $200 million in the 
equity of ABACUS, indicating that Paulson & Co.’s interests in the collateral 
selection process were closely aligned with ACA’s interests. In reality, however, 
their interests were sharply conflicting. 

According to the SEC’s complaint, the deal closed on April 26, 2007, and 
Paulson & Co. paid Goldman Sachs approximately $15 million for structuring 
and marketing ABACUS. By Oct. 24, 2007, 83% of the RMBS in the ABACUS 
portfolio had been downgraded and 17% were on negative watch. By Jan. 29, 
2008, 99% of the portfolio had been downgraded. Investors in the liabilities of 
ABACUS are alleged to have lost more than $1 billion.- 

In the wake of the SEC charges, on April 27, 2010, Goldman Sachs was called to 
testify before the Senate Permanent Subcommittee on Investigations because of 
concern that Goldman Sachs had been “setting up the firm’s own securities to 
fail and betting secretly against those securities, or helping clients do so.”- 

Behavior such as that alleged against Goldman Sachs may not be illegal, but 
according to many industry leaders, it is certainly unethical. Christopher 
Whalen, managing director of financial research firm Institutional Risk 
Analytics, summed up the significance of the SEC charges against Goldman 
Sachs in this way: “Once upon a time, Wall Street firms protected clients. This 
litigation exposes the cynical, savage culture of Wall Street that allows a dealer 
to commit fraud on one customer to benefit another.”- 

Although Dan May, president of AdvisorNet Financial, a leading U.S. distributor 
of financial products, believes, “It’s appalling to think that firms in the industry 
with 150-year reputations responded as they did with the pressure to make more 


money.” hie also insists tiiat individual financial advisors, not just big firms, bear 
some of the responsibility for unethical sales practices: 

I do believe financial advisors have some culpability. There’s no way 
we can control the market but advisors could have better prepared 
people for the certainty of uncertainty. Advisors have to ask [critical] 
questions and must have the integrity to lose a client if it means doing 
the right thing. We have to expect more out of ourselves. We have to 
make sure this never happens again. 

More Fallout 

But it isn’t only Wall Street’s customer base, the investor, that has suffered from 
greed in the financial services industry. As of 2011 in New York State alone, the 
economic collapse will have caused the loss of almost 300,000 jobs in the 
financial sector, with most of them focused in the combined sales and 
related/office and administrative support occupational category. In other words, 
lower-paid employees in financial services firms have borne the brunt of the 
mistakes made by their highly compensated superiors.— 

When it comes to causing a potentially catastrophic meltdown of the global 
economy, you could argue there is a lot of blame to go around: greedy Wall 
Street executives, corrupt politicians, and derelict regulators. If all these 
allegations prove to be true, it will be obvious that what they all have in common 
is a shortage of moral competence. And though the jury is still out on the legal 
responsibility of numerous financial industry leaders for exposing all of us to an 
economic catastrophe, one thing is undeniably clear: The global financial woes 
we are still experiencing could not have happened if more financial industry 
leaders had been paying attention to the moral consequences of their business 
decisions. And it’s also clear that the economic crisis in which we are still 
engaged is not the responsibility of a “few bad apples.” What has led us to the 
brink of economic disaster is more like an epidemic of moral incompetence by 
business leaders, regulators, politicians, and yes, even consumers. But it is our 
business leaders who bear special responsibility for managing their enterprises 
within a moral framework. What has gone wrong? It’s as though corporate 
leaders have turned the switch off on their moral intelligence. There’s been a 
major power failure, and only a return to moral principles by our nation’s 
corporate leaders can turn the lights back on. Only a renewed emphasis on the 
importance of moral intelligence will restore public confidence in big business in 
general, and in the financial services industry in particular. 

What Does Moral Leadership Look Like? 


Despite the crowd of morally compromised executives who have dominated the 
news of the last decade, there are many examples of morally intelligent leaders 
to inspire us. Thrivent’s Jim Thomsen, whom we met at the beginning of the 
chapter, illustrates the importance of doing the right thing in the face of pressure 
to “follow the lemmings.” Such moral courage doesn’t develop overnight. Most 
successful leaders are morally gifted, but few of them are moral geniuses. They 
all make mistakes from time to time and, earlier in their careers, they typically 
made moral mistakes more often. But because of their high moral intelligence, 
they were quick studies. They held themselves accountable for their moral 
lapses, learned from them, and moved on. Consider Jay Coughlan’s story. 

Today, Coughlan is chairman and CEO of XATA and until 2005, was CEO of 
Lawson Software, Minnesota’s largest software company. But no one would 
have predicted his rise to that top spot back in 1998 after he fell asleep while 
driving intoxicated, causing a devastating accident that left him seriously injured 
and his father dead. The accident was the beginning of a remarkable personal 
transformation marked by a reawakening of his religious faith, a stronger 
relationship with his family and involvement in the community, and an intensive 
commitment to Lawson. Coughlan pleaded guilty to vehicular homicide and was 
sentenced to one month in jail, five months of house arrest, and ten years of 
probation. But because of Coughlan’s honesty and the support of the 
community, the judge reduced his offense to a misdemeanor after he had served 
more than three months of his sentence. Meanwhile, during his absence from 
Lawson, the health care division that Coughlan had launched was flourishing. 
“That’s when I learned I actually was successful as a leader,” he told The Wall 
Street Journal, “when you can pull yourself out of the machine and it can still 
run.” 11 

Coughlan’s financial results were impressive and likely were the most 
significant factor in his subsequent promotions. The accident would have been a 
career-ending event for most people in Coughlan’s shoes, but his response to the 
accident was extraordinary. “Jay, to his credit, stood right up and took 
responsibility; there was no hesitation,” says Richard Lawson, the company’s 
co-founder and co-chairman of the Board of Directors. “To me that is what 
counts. It’s not the mistakes you make, it’s how you react to those mistakes.” 

Gary O’Hagan’s story offers yet more evidence of how adversity can contribute 
to our growth as moral leaders. Gary O’Hagan is president of the Coaches 
Division of the International Management Group, the world’s largest sports 
marketing and talent representation agency. Gary is an intense, competitive, and 


imposing man who looks like the football player he once was. As a young man, 
he was drafted, then cut by the San Francisco 49ers, and then picked up and cut 
by the New York Jets. Gary was devastated but determined to find another route 
to high achievement. He got a job as a financial trader with Solomon Brothers 
and attended law-school classes every weekday night. When his grandfather 
died, Gary was expected to attend the wake, the funeral, and represent the 
agency. Gary was anxious about falling behind at work and school, so he 
thought he could attend the funeral, make a quick appearance at the after-funeral 
lunch, after which he’d head back to work. But when he got to the restaurant, the 
significance of his family’s loss finally registered, and Gary realized that his 
priorities were out of whack. He called his boss and told him he wasn’t coming 
in to work. His boss was concerned and upset, but Gary stayed. He knew that if 
he didn’t have the compassion to help his family in that moment, he would never 
amount to much either personally or professionally. 

Lynn Fantom, CEO of ID Media, the largest direct response media service 
company in the United States, is another morally gifted leader. It is late in the 
afternoon one cool spring day when Lynn walks back to her corner office in a 
New York City skyscraper. The Empire State Building is visible out one 
window, the Met Life and Flat Iron building out the other. Lynn barely notices 
the spectacular view. She goes straight to her desk and opens an email from a 
human resources manager at her parent company, Interpublic. HR, it seems, is 
worried about how overloaded she is. They wonder if it is the best use of her 
time to respond to the employee comments and questions she gets on the “Ask 
Lynn” column on the company’s intranet. Her public relations folks are also 
concerned about her schedule. They’ve recommended that she stop spending 
precious time posting her thoughts on media and marketing trends on the 
intranet. But Lynn thinks her personal responses to employees are an important 
part of the ID Media culture. She thinks that “Ask Lynn” gives her an 
opportunity to demonstrate that she cares about her workforce. She thinks that 
she has a responsibility to her workforce to share her business insights. To her, 
it’s time well spent. Lynn is certain that employees like knowing they can ask 
her about anything and that she will give them an honest response. They also 
like knowing that she understands market trends and shares her understanding 
with them. “In exchange,” says Lynn, “I really get their commitment to help us 
succeed.” Lynn is sticking to her principles. She won’t be giving up her intranet 
contributions anytime soon. 

Jay, Lynn, and Gary are only a few of the many leaders we know with high 
moral intelligence, those who do their best to follow their moral compass. They 



do it because they believe it’s the right thing to do. A funny thing happens when 
leaders consistently act in alignment with their principles and values: They 
typically produce consistently high performance almost any way you can 
measure it—gross sales, profits, talent retention, company reputation, and 
customer satisfaction. We think this is no accident. The successful leaders we 
know invariably attribute their accomplishments to a combination of their 
business savvy and their adherence to a moral code. 

Doug Baker, CEO of Ecolab, a $4 billion dollar cleaning-products manufacturer, 
tells us that “living by my personal moral code is one of the key reasons I have 
this job.” Ed Zore, former chairman and CEO of Northwestern Mutual, says, 
“Being moral—which to me means being fair, predictable, up-front, and not 
devious—all of this has been very important in my career. Everybody knows 
what I stand for. People know that we will never, ever be deceitful. We won’t 
leave a nickel on the table, but in the end our word is our bond, and this is a real 
advantage in business.” Gary Kessler, senior vice president of Human 
Resources, Administration and Corporate Affairs, at American Honda Motor 
Co., Inc., credits his principles and values for his career success. “I was VP of a 
business unit at Bausch and Lomb when I was 36 and at Honda when I was 45.1 
think I had the good fortune of working with people who recognized that I had 
sincerity and a conviction to do the right thing along the way.” 

A Special Kind of Intelligence 

Most of the leaders you meet throughout the rest of this book are morally gifted. 
They are high in moral intelligence. Most of us are familiar with other kinds of 
intelligence, such as our cognitive intelligence (IQ) and our technical 
intelligence. IQ and technical intelligence are undeniably important to a leader’s 
success. Leaders need to be good learners (IQ) who have expertise about their 
particular business (technical) areas. We call cognitive and technical intelligence 
threshold competencies because they are the price of admission to the leadership 
ranks. They are necessary but not sufficient for exceptional performance. They 
don’t help you stand out from the competitive crowd because your rivals’ 
leadership teams have as much basic intelligence and business savvy as you do. 

Intelligence That Makes the Difference 

To outpace your competition, you need to cultivate different kinds of 
intelligence we call differentiating competencies. Moral intelligence and 
emotional intelligence are two types of intelligence that are difficult for your 
competition to copy. Many corporate leaders ignore these differentiating 
competencies because they are often considered “soft skills” that are difficult to 



measure. In recent years, however, an increasing number of organizations have 
realized the performance benefits of emotional intelligence. Daniel Goleman 
deserves enormous credit for bringing emotional intelligence out of the academic 
closet and into the tough-minded halls of commerce. His books on emotional 
intelligence provide a rich and compelling case for the importance of emotional 
skills to corporate leaders.— 

Although emotional intelligence is widely recognized as a business tool, its 
definition is still evolving. In 1990, Professors Peter Salovey of Yale University 
and John Mayer of the University of New Hampshire first coined the term. Their 
original definition of emotional intelligence was “the ability to monitor one’s 
own and others’ feelings, to discriminate among them, and to use this 
information to guide one’s thinking and action.”— They identified the 
components of emotional intelligence: 

• Appraising emotions in self and others 

• Regulating emotions in self and others 

• Using emotions adaptively 

Salovey later expanded those into five domains, which Dan Goleman adapted in 
1995 in Emotional Intelligence: Why It Can Matter More Than JQ:— 

• Knowing one’s emotions (self-awareness) 

• Managing emotions 

• Motivating oneself 

• Recognizing emotions in others 

• Handling relationships 

In 1997, Salovey and Mayer recharacterized emotional intelligence as “the 
ability to perceive, appraise, and express emotion accurately and adaptively; the 
ability to understand emotion and emotional knowledge; the ability to access 
and/or generate feelings when they facilitate thought; and the ability to regulate 
emotions in ways that assist thought.” The revised components became: 

• Perceiving and expressing emotion 

• Using emotion in cognitive activities 

• Understanding emotions 

• Regulation of emotions— 

Other experts in the field of emotional intelligence offer slightly different twists, 


but the definitions are consistent with those of Salovey, Mayer, and Goleman. 

For instance, Barbara Fredrickson’s recent book Positivity: Groundbreaking 
Research Reveals How to Embrace the Hidden Strength of Positive Emotions, 
Overcome Negativity, and Thrive offers scientific evidence on the importance of 
positive thoughts in boosting emotional intelligence and enhancing personal and 
professional performance.— 

Moral intelligence is new to the playing field. Just as emotional intelligence and 
cognitive intelligence are different from one another, moral intelligence is 
another distinct intelligence. Moral intelligence is our mental capacity to 
determine how universal human principles—like those embodied by the “golden 
rule”—should be applied to our personal values, goals, and actions. This book 
focuses on four principles that are vital for sustained personal and organizational 
success: 

• Integrity 

• Responsibility 

• Compassion 

• Forgiveness 

Integrity is the hallmark of the morally intelligent person. When we act with 
integrity, we harmonize our behavior to conform to universal human principles. 
We do what we know is right; we act in line with our principles and beliefs. If 
we lack integrity, by definition, we lack moral intelligence. 

Responsibility is another key attribute of the morally intelligent person. Only a 
person willing to take responsibility for her actions—and the consequences of 
those actions—can ensure that her actions conform to universal human 
principles. Compassion is vital because caring about others not only 
communicates our respect for others, but also creates a climate in which others 
will be compassionate toward us when we need it most. Forgiveness is a cmcial 
principle, because without a tolerance for mistakes and the knowledge of our 
own imperfection, we are likely to be rigid, inflexible, and unable to engage with 
others in ways that promote our mutual good. 

Compassion and forgiveness operate on two levels: first in how we relate to 
ourselves and second, in how we relate to others. Because we have yet to meet a 
person with perfect moral intelligence, putting principles into action requires that 
when we make inevitable mistakes, when our behavior fails to conform to 
universal human principles, we need to treat ourselves with compassion and 
forgiveness. If we are not gentle and forgiving of ourselves, we will not have the 


energy to move forward to build our moral capacity. Similarly, to inspire others 
to enhance their moral intelligence, we need to treat others with compassion and 
forgiveness. 

Research tells us that emotional intelligence contributes more to life success than 
intellectual or technical competence. Emotional intelligence can help you behave 
with great self-control and interpersonal savvy. But emotional intelligence alone 
won’t keep you from doing the wrong thing. Moral incompetence surfaces in 
moments when personal or business goals conflict with core values. Just about 
everyone has worked with someone who had great interpersonal skills but 
dropped the ball on a moral issue—perhaps an employee who let a colleague 
take the blame for something that was undeserved or a manager who gave an 
inflated performance rating to the boss’ nephew. But until now, no one has paid 
much attention to systematically developing moral intelligence—even though 
the best leaders know it’s their secret weapon for lasting personal and 
organizational performance. 

Some competencies that appear on lists of emotional competencies have a 
definite moral flavor, such as the ones listed here (from Daniel Goleman’s 
Working with Emotional Intelligence — ): 

• Have a guiding awareness of (personal) values and goals. 

• Voice views that are unpopular and go out on a limb for what is right. 

• Act ethically and are above reproach. 

• Build trust through their reliability and authenticity. 

• Admit their own mistakes and confront unethical actions in others. 

• Take tough principle stands even if they are unpopular. 

We believe it is more accurate to describe them as moral competencies. They are 
aspects of the four principles we describe and, in this book, we explore these 
attributes and the other competencies we see present in integrity, responsibility, 
compassion, and forgiveness. Perhaps it has been safer to think of these clearly 
moral competencies as emotional competencies because the culture of business 
in the last half century has discouraged all of us from talking about the “m” 
word. If there is a silver lining to the recent corporate scandals, it is that moral 
lessons are inescapable. The time has come to openly acknowledge the 
contribution of moral intelligence to effective leadership and sustainability. 

Although both emotional intelligence and moral intelligence come into play 
when moral decisions are at stake, they are not the same. Emotional intelligence 
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or evil. Moral skills, by definition, are directed toward doing good. 

Emotional intelligence and moral intelligence, though distinct, are partners. 
Neither works in a truly effective way without the other. In Primal Leadership: 
Realizing the Power of Emotional Intelligence,— Goleman and his co-authors, 
Richard Boyatzis and Annie McKee, tackle the boundary between emotional and 
moral intelligence when they discuss how good and bad leaders can use the same 
emotional competencies: 

Given that adept leaders move followers to their emotional rhythm, 
we face the disturbing fact that throughout history, demagogues and 
dictators have used this same ability for deplorable ends. The Hitlers 
and Pol Pots of the world have all rallied angry mobs around a 
moving—but destructive—message. And therein lies the crucial 
difference between resonance and demagoguery: 

Demagoguery casts its spell via destructive emotions, a range that 
squelches hope and optimism as well as true innovation and creative 
imagination (as opposed to cruel cunning). By contrast, resonant 
leadership grounded in a shared set of constructive values (our 
emphasis) keeps emotions resounding in the positive register. It 
invites people to take a leap of faith through a word picture of what’s 
possible, creating a collective aspiration.— 

Without a moral anchor, leaders can be charismatic and influential in a 
profoundly destructive way. As Primal Leadership emphasizes, truly effective 
leadership is “grounded in a shared set of constructive values.” Without 
knowledge of those values—in other words, moral intelligence—the skills of 
emotional intelligence are ultimately ineffective in promoting high performance. 

Moral intelligence is not just important to effective leadership—it is also the 
“central intelligence” for all humans. Why? It’s because moral intelligence 
directs our other forms of intelligence to do something worthwhile. Moral 
intelligence gives our life purpose. Without moral intelligence, we would do 
things and experience events, but they would lack meaning. Without moral 
intelligence, we wouldn’t know why we do what we do—or even what 
difference our existence makes in the great cosmic scheme of things. 

A Renewable Asset. The more you develop your moral intelligence, the more 
positive changes you will notice, not only in your work but also in your personal 
well-being. Staying true to your moral compass will not eliminate life’s 
inevitable conflicts. Will you have to compromise sometimes between your 



beliefs and the demands of your work environment? Yes! Will you make 
mistakes? Will you sometimes say the wrong thing out of jealousy or greed? 
Definitely! But staying the moral course will give you singular personal 
satisfaction and professional rewards. 

Your “Moral Positioning System.” Think of moral intelligence as a “moral 
positioning system” for your life’s journey, analogous to the global positioning 
system used in some cars as a navigational tool. You can be a great driver, and 
your car can have a powerful engine and four-wheel drive, but when it’s dark 
and you’ve never been in this neck of the woods before, you have directions that 
were given you by someone who doesn’t know street names, and you cannot see 
the map you got from AAA, you are lost. Despite all your tools and resources, 
you have no idea if you are headed in the right direction. But if your car had a 
global positioning system, it would be virtually impossible for you to get lost. 
Like having a GPS for your car, your moral intelligence enables you to better 
harness all your resources, your emotional intelligence, your technical 
intelligence, and your cognitive intelligence, to achieve the goals that are most 
important to you—whether on the job or in the rest of your life. Unlike today’s 
GPSs, moral intelligence is not optional equipment. It is basic equipment for 
individuals who want to reach their best creative potential and business leaders 
who want to capture the best efforts of their workforce. 

Moral Intelligence and Business Success. Though leaders may attribute their 
companies’ success to their commitment to moral principles, their evidence is 
based only on their personal experiences. So far, there has been no quantitative 
research that specifically studied the business impact of moral intelligence. But 
there are objective indications that moral intelligence is critical to the financial 
performance of your business. One measure of the influence of moral 
intelligence on business results comes from Ameriprise Financial (formerly 
American Express Financial Advisors) that implemented a highly effective 
emotional competence training program. American Express Financial Advisors 
defined emotional competence as “the capacity to create alignment between 
goals, actions, and values.” The program emphasized development of self¬ 
leadership and interpersonal effectiveness and demonstrated how those 
emotional skills led to business and personal success. The bottom-line impact of 
the program was impressive, with participants in a pilot group producing sales 
that were 18 percent higher than a control group that didn’t have the benefit of 
the training—no small change in a company that managed or owned assets in 
excess of $232 billion at the time. At the heart of the program was a special 
subset of skills that helped people to discover their principles and values and 



then create goals and action steps that flowed from those deeply held principles 
and values. American Express Financial Advisors’ leaders realized that it was 
this overriding moral framework, that is, the emphasis on principles and values, 
which accounted for much of the success of the program. American Express 
Financial Advisors had already found from internal studies that the most 
successful advisors were highly confident, resilient under adverse circumstances, 
and, most important, acted from a strong core of principles and values. To form 
trusting partnerships with clients, advisors needed to be genuinely trustworthy. 
To be seen as trustworthy, advisors had to act in accordance with worthwhile 
personal values. If advisors practiced the self-management and social skills they 
learned in the training, but failed to operate from moral principles and values, 
they would fall short of sustainable success. 

Although American Express Financial Advisors’ data demonstrates the 
importance of an individual advisor’s moral intelligence to financial 
performance, other businesses have discovered that they produce the best results 
when their company overall is known for its moral intelligence. Market research 
tells us that consumers judge a company’s reputation mainly on the basis of its 
perceived values. A company’s reputation translates straight to the bottom line: 

A recent study jointly conducted by Cone and Duke University provides 
behavioral proof that consumers prefer to make purchases from companies that 
are known for their ethical practices.— 

The business case for moral intelligence gets another boost from a study done at 
DePaul University in Chicago. Researchers from the School of Accountancy and 
MIS compared the financial performance of 100 companies selected by Business 
Ethics magazine as “Best Corporate Citizens” with the performance of the rest of 
the S&P 500. Corporate citizenship rankings were based on quantitative 
measures of corporate service to seven stakeholder groups: stockholders, 
employees, customers, community, environment, overseas stakeholders, and 
women and minorities. The study found that overall financial performance of the 
2001 Best Corporate Citizen companies was significantly better than the rest of 
the S&P 500. The average performance of the Best Citizens, as measured by the 
2001 Business Week rankings of total financial performance, was more than 10 
percentile points higher than the mean rankings of the rest of the S&P 500. 
According to Strategic Finance magazine, which reported the study, “It casts 
doubt on the persistent myth that good citizenship tends to lead to additional 
costs and thus negatively impacts a firm’s financial results.”— 

Moral Intelligence and the War for Talent. Everyone agrees that talent is a 
key corporate asset, no matter what the state of the economy. A company’s best 


employees can walk out the door at any time. They are much more likely to take 
their expertise and potential elsewhere if they don’t like the ethical or moral 
tenor of their workplace.— Nancy Jones, chief marketing officer, Allianz Life 
Insurance Company of North America, believes that when the job market 
recovers from the Great Recession, companies that aren’t treating employees 
with integrity and compassion now won’t keep them later: 

The environment of constant sacrifice being expected of employees 
these days is not sustainable. People get burned out and start looking 
for other jobs. Leaders have to establish a balance between what the 
business result is and how business gets done. Otherwise productivity 
suffers and eventually you lose talent. As the economy improves, 
companies will discover that they can’t maintain so much pressure on 
their people. Today people stay where they are if they can because 
there are no other options. But when the opportunity comes up, 
people will start looking for better hours, the chance to be more 
creative, make more money, or whatever. Then belatedly, companies 
will try to create incentives to get people to stay, and it won’t work.” 

Don MacPherson, president of Modern Survey, underscores the scope of the 
problem, noting: “In a survey we conducted and released in 2010 we learned that 
the level of workforce disengagement in America is at or near historic highs 
across virtually all industries. And it is especially high in the financial services 
industry.” 

When good employees leave, sometimes it is a reaction to an entire organization 
that lacks a climate of moral intelligence; at other times, employees leave simply 
because their immediate supervisor or boss is lacking in moral competence. A 
number of years ago, a young man we know abruptly quit a job that he had been 
thrilled to get only a few months before. He loved the work and loved the 
product—selling sports hospitality packages of high-profile sports events to 
large corporations—but couldn’t tolerate the moral climate. Some years before 
beginning his job, his company had run afoul of a major sports association for 
using misleading and unethical tactics to get people to buy tickets for a major 
golfing competition and was now under a court order that prevented them from 
lying to get people to buy tickets. The company’s solution was to create two 
sales scripts for the golfing competitions—an “official” sales script for marketers 
to keep by the phone and show to the CEO if he stopped by. The actual sales 
script used by the marketers was the same kind of misleading pitch that had 
gotten the company into hot water in the first place. The final straw for this 
young man came when he was asked to start selling tickets for a major tennis 


event using the same misleading pitch. 

It’s not just current employees who yearn for a morally intelligent workplace. 
First-time job seekers increasingly rate the ethical character of prospective 
employees as a consideration in their decisions about where to work. Patrick 
Gnazzo, vice president of business practices for the manufacturer United 
Technologies Corp. in Hartford, Connecticut, reported in The Wall Street 
Journal article that a growing number of their job candidates apply for positions 
with UTC based on the job seekers’ research into the company’s ethics 
program.— Since 2005, United Technologies Corp. has worked diligently to 
create the kind of ethical climate that inspires employees’ best efforts and strong 
business results. Today it boasts an unusually robust corporate ethics program, 
and in 2010 UTC received the Ethics Resource Center’s prestigious annual 
Leadership in Ethics award in 2010.— 

Moral Intelligence and the Consumer. Most perpetrators of the recent 
economic meltdown have escaped legal prosecution. However, they haven’t 
escaped moral condemnation in the eyes of the public. The business impact of 
bad behavior in the financial services industry of moral incompetence is 
substantial. According to a 2009 survey, 59% of investors state that they have 
been let down by the financial markets; 48% now distrust financial institutions in 
general; and nearly half of investors have lost trust in government.— Imagine 
how investor confidence will impact the health of financial services firms over 
the long term. If investors can’t trust the financial services industry in general, to 
whom will they turn for financial advice? If they haven’t given up on the whole 
industry, it’s likely that investors will be checking out their financial advisors 
much more carefully in the future to ensure that their financial well-being is in 
the hands of professionals with high integrity. Lack of trust in government, 
another key player in the recent economic disaster, was a major factor in the 
outcome of the November 2010 United States mid-term elections. Many 
formerly “safe” political incumbents, especially Democrats, were defeated in a 
populist wave of antigovernment sentiment. Voters appeared to be particularly 
upset about the governing Democratic Party’s inability to make a dent in an 
exceptionally high unemployment rate. First-time Republican candidates for 
Congress helped the Republicans regain control of the House of Representatives. 

If the public doesn’t trust you, it will vote you out, no matter what business you 
are in. Business leaders across industries should not rest easy about their 
reputations. Last year’s annual Gallup poll on Honesty and Ethics showed that 
only 12% of the public rates business executives’ ethical standards as high or 


very high.— 

Today, more than ever, consumers are likely to shun unethical companies, and 
they won’t hesitate to make their displeasure known. More than 70% of 
American consumers have, at some point, punished companies they view as 
unethical, either by avoiding a company’s products or speaking negatively about 
the company to others. A recent study demonstrated that consumers punish 
unethical practices more than they reward ethical practices. Automobile 
manufacturer Mitsubishi felt the effects of consumer punishment when its 
Japanese sales dropped 40% in fiscal year 2005 after it was discovered that 
company officials had suppressed information about widespread vehicle defects. 
The rapid rise of social networking sites such as Facebook and Twitter has 
turbocharged consumers’ ability to use word of mouth to reward ethical 
companies and punish unethical ones. 

The evidence is clear—moral intelligence plays a big part in sustainable 
corporate success. Without it, your organization risks devastating financial 
failure. What are the implications for your personal leadership effectiveness? If 
you pay attention to your own moral intelligence as a leader and encourage 
development of moral intelligence throughout your organization, you will inspire 
trust in your customers and vendors, as well as the best efforts of your 
workforce. That’s the formula for ensuring sustainable optimal performance. It is 
possible to get ahead without moral intelligence: The corporate accounting 
villains and disgraced financial industry executives who have caused so much 
pain in the last decade are proof that you can do well despite moral lapses—for a 
while. But without moral intelligence, long-term business success is ultimately 
not sustainable. 

Obviously, moral intelligence isn’t the only determinant of sustainable business 
performance. You also need solid business skills, and you need a product or 
service that people want to buy. It’s hard not to wonder what the financial 
services industry and the economy in general might be like today if more 
industry leaders had used both their business smarts and their moral smarts to 
execute their firms’ strategy. 

Moral intelligence won’t completely immunize your company from the financial 
ups and downs of doing business in a volatile economy. But you need it to stay 
in business over the long haul. So, take your leadership to the next level—go 
beyond the usual formulas for leadership success. 

But how do you begin? Exactly how does moral intelligence produce better 
business performance? What are the specific moral skills you need to inspire the 
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small—use moral intelligence to create high-performing work environments? 
You find answers to these questions in the pages that follow. 
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2. Born to Be Moral 


What makes a leader effective? Turns out, the best leaders are not the 
charismatic or heroic types lionized in years past. According to the latest 
research, they are “quiet leaders” who accomplish great things modestly and 
without fanfare.- Leaders at the helm of the perennially great companies all 
share a common trait—humility.- They inspire high performance in others 
through their sensitivity to their followers’ needs.- The best leaders think “we,” 
not “I.”- They are, quite simply, good people who consistently tap into their 
inborn disposition to be moral. They follow a moral compass—even when it’s 
tempting not to. They make hard choices between right and wrong, or even 
between two different “rights.” Great people—and great leaders—share common 
moral values. They believe in honesty and in being responsible for themselves 
and others. They show compassion for their fellow humans and know how to 
forgive others—and just as important—themselves. 

What the Best Leaders Believe 

The most effective leaders hold to a common set of principles and consistently 
use those principles to guide their day-to-day actions. They don’t make up their 
values as they go along; they listen carefully to the call of moral values that 
already lie within all of us. The principles business leaders follow are the same 
set of principles that all human societies throughout time have believed to be 
“right. ” These fundamental beliefs have been embedded in human society for so 
long that they are now widely recognized as universal. 

Our extensive work with senior leaders of major corporations supports the 
notion that there are principles we all share in common. Our results echo that of 
noted anthropologist Donald E. Brown, who found in his research that the moral 
codes of all cultures include recognition of responsibility, reciprocity, and ability 
to empathize. - 

Other studies have confirmed Brown’s findings. Genuine differences in behavior 
in different cultures may distract us from what we have in common with all 
people— a universal moral compass. Consider a study that compared children in 
India with American children.- The differences in values were predictable: 

Indian children displayed more deference to elders and acceptance of tradition, 
whereas American children valued personal autonomy and freedom. But their 




moral codes were virtually identical. Both groups of children believed that it was 
wrong to lie, cheat, or steal, and both thought that it was important to treat the 
sick or unfortunate with kindness. 

In another study, researchers Richard T. Kinnier, Jerry L. Kernes, and Therese 
M. Dautheribes identified a short list of universal principles by analyzing earlier 
lists and examining the official tenets of major world religions.- Their rationale 
was that the principles held in common by major world religions are the ones 
most likely to be universal and enduring. They found the following principles 
espoused in common by all or most religions, and by secular organizations 
including American Atheists, Inc., the American Humanist Association, and the 
United Nations Declaration of Rights: 

• Commitment to something greater than oneself 

• Self-respect, but with humility, self-discipline, and acceptance of personal 
responsibility 

• Respect and caring for others (that is, the Golden Rule) 

• Caring for other living things and the environment 

Stephen Covey, author of The Seven Habits of Highly Effective People, offers 
more evidence of universal principles. “From my experiences in working with 
different people and cultures,” he says, “I find that if certain conditions are 
present when people are challenged to develop a value system, they will identify 
essentially the same values. Each culture may express those values differently, 
but the underlying moral sense is always the same.”- 

Finally, noted psychologist Martin Seligman and his colleagues in the field of 
Positive Psychology have conducted research that led them to identify six 
universal virtues honored in all cultures in the world: wisdom, courage, 
humanity, justice, temperance, and transcendence.- Although the labels might 
vary slightly and though each culture may express these principles differently, 
the underlying moral sense is always the same. We believe that these universal 
principles exist, even though we know they are not universally applied. We 
believe that living in alignment with these principles is crucial to our individual 
and organizational survival and success. 

Good leadership is not a function of some rare talent for inspiring others. Each 
one of us can be a good person and a great leader because we are all “hard¬ 
wired” to be moral. We were born that way. A glance at the news headlines 
might make that hard to believe, but here’s why we think it is so. 


A Visit to the Nursery 

Walk into a hospital nursery, and you enter another world. It’s bright and 
bustling, and its residents—most not more than a day or two old—are amazingly 
social. In the nursery, there is no such thing as one crying infant. When one 
begins to cry, the others join in. Psychologists who study newborn behavior call 
this neonate responsive crying. The newborn is crying in reaction to another 
person’s distress. How can a baby only a few hours old respond to someone 
else’s pain? Researchers aren’t sure how, but they have ruled out other 
explanations for the infant’s response. It seems newborns don’t cry when they 
hear a recording of their own crying—so it can’t be the noise itself that’s 
bothering them. Many psychologists believe that neonate responsive crying is 
the first indication of an inborn capacity for empathy. To become compassionate 
moral beings, we first need the ability to see the world through others’ eyes (or 
hear their world through their cries!). Empathy is a key step in which infants 
appreciate that others exist independently of them and that others have their own 
separate needs. Yet the simple appreciation that others have emotions and 
physical needs and are completely separate from us is not sufficient to make us 
moral beings. We can still, as many children (and adults) do, decide that the 
search for our own pleasures justifies our causing others pain. 

Nature Versus Nurture 

The explanation? Moral hard-wiring is not enough. We also need moral 
software, the programming that our moral hardware relies on to make moral 
choices. Like any other human capacity, morality is a combination of our 
biology (our nature) and our experiences (our nurture). Take language, for 
example. You speak at least one language fluently. But you couldn’t speak a 
word when you were born. You had to learn to speak. We know that speech is a 
learned proficiency because children invariably speak the language of their 
caregivers. But we also know that language requires an inborn capacity to speak 
and comprehend. Development of our morality follows a similar path. No one 
could teach us right and wrong unless we were wired to acquire, and act on, a 
moral compass. But just as we don’t come out of the womb spouting 
Shakespeare, we are not born with a fully operational moral compass. It takes 
time—and the right set of experiences—to become fully moral. Noted UCLA 
neuroscientist and author Jeffrey Schwartz puts it this way: “As a young child 
you’re taught the moral values of society. We wire our brains with them by 
paying attention to them.”— 


Growing Up Moral 

Let’s pick up the story of our moral development as we leave the nursery. Our 
newborn crying response sets the stage for a more mature empathy that emerges 
gradually during our early childhood. By the time we are two or three months 
old, we begin to respond to the emotional expressions of our primary caregiver. 
We play with our parents by making faces and exchanging excited noises with 
each other. By five months of age, we can tell that there is a difference among 
different emotional expressions of others. By the time we are one year old, we 
can tell that facial expressions or changes of voice intonation have particular 
emotional meanings. We then know that other people have feelings distinct from 
our own. If you have been around one-year-olds, you may have seen them 
checking out other people’s reactions to figure out how they themselves should 
respond to a situation. Parents often take advantage of this habit to prevent a 
child from getting upset over a minor tumble. If a child falls down, she will look 
to her parent to see how that parent is reacting. If the parent stays calm, it is 
likely that the child will also. Empathy development continues at a rapid clip 
throughout the second year. By 15 to 18 months of age, we share, cooperate, and 
give care, as long as the situation is not too stressful. Think of the 16-month-old 
who tries to pat someone who is crying. By two years of age, we are very 
empathic people. We try to comfort people in distress. We express sympathy. 

We make suggestions. We bring a tissue to someone who is crying. 

Learning to Be Responsible 

But more than empathy is developing. By age two, we begin to show some grasp 
of justice, responsibility, and blame. We have all heard children as young as 
three or four respond to real or imagined injustice with an emphatic, “That’s not 
fair!” Many of us begin at an early age to do things we know will be upsetting to 
others. Being negative is an important part of learning to be moral. If we didn’t 
do bad things once in a while, it would be difficult to understand the difference 
between right and wrong behavior. Think of the earliest time you can remember 
doing something wrong. How old were you? What did you do? How did you 
know it was the wrong thing to do? Most of us can recall getting in trouble with 
our parents for some early childhood infraction. They used those incidents to 
teach us some version of the golden rule—treat others as you would want to be 
treated. Think of others. Don’t take something that belongs to someone else. Tell 
the truth. We learn to be moral, not just from being scolded for bad behavior, but 
by being loved unconditionally for who we are. We grow morally through the 



interplay between our biological disposition to be empathetic and through our 
loving relationship with our parents. Because they love us, we love them, and 
because we love them, we work to please them. Eventually, we adopt our 
parents’ values because we want to be like them. Throughout our preschool 
years, we grow in empathy and in our moral sense. By the time we are six or 
seven years of age, we can tell right from wrong and feel guilty if we do 
something we know we shouldn’t. - 

When Things Go Wrong 

We tend to take the natural process of moral development for granted until we 
see a situation in which it doesn’t happen. It can’t happen, for instance, if we are 
born with certain neurological problems. Moral development also goes off 
course if our caregivers are not willing or able to provide the right kind of early 
nurturing. Our parents don’t need to be perfect. They do need to be “good 
enough” to treat us well most of the time. 1 They need to be consistently 
affectionate and dependable. They must show us how to be empathetic, and they 
must help us develop positive beliefs about ourselves. 

If our parents don’t provide that kind of support, we won’t develop into those 
amazingly empathetic two-year-olds and, later on, into morally competent 
adults. Again, moral development is much like language development. If you 
happened to be raised by wolves for the first five years of your life (as a rare 
number of people have been), you’ll learn how to howl, but you’ll probably 
never learn to speak normally. No amount of inborn ability to develop language 
can help you if you weren’t also exposed to the right set of experiences at the 
right time. 

Inside Your (Moral) Brain 

In the previous section, we looked at our moral development from the outside in. 
We saw that our moral development, like language development, depends on 
both biology and learning. We saw that our relationship with our parents is key 
to our growing moral understanding. But we can’t learn positive values and 
altruistic motivation before we are neurologically ready to acquire them. 

Let’s recall once again the crying babies in the hospital nursery. The empathic 
response of newborns happens so immediately that it is most likely genetically 
based rather than learned.— Think about the biological priorities involved: 
Before we can crawl or speak, we can respond empathically to our peers. 
Empathy must be incredibly important. We also learn that by age two; those of 


us who have been exposed to “good enough” parenting spontaneously 
demonstrate helping behavior. What is going on in our brains at age two? The 
brain of a normal two-year-old who has had “good enough” parenting also 
happens to have a normal limbic system—the part of the brain involved in 
emotional processing. But if we haven’t had good-enough parenting, our brains 
do not grow normally. When a child has been abused or neglected, the cortical 
and subcortical areas of the brain are roughly 20 to 30% smaller than normal. In 
addition, the brain “wiring” isn’t as dense or complex so that abused or 
neglected children are lacking some brain organization that would enable them 
to make strong connections to other human beings.— Without those connections, 
no empathy is realized, and without empathy, you have impaired morality. 

It’s All in Your Head 

Scientists who study the relationship between brain function and behavior are 
beginning to chart the moral anatomy of the brain. They’ve learned how the 
brain affects moral behavior by studying both normal and brain-injured 
individuals. Perhaps the most famous case of moral impairment caused by brain 
damage happened more than 150 years ago. Phineas Gage headed up a group of 
men who were laying track for a new rail route across Vermont. Admired by 
family and friends, Gage also had a great reputation as a strong, intelligent, and 
efficient worker. But something went wrong one hot summer day in 1848, when 
the group was preparing to blast through rock to pave the way for the new track. 
The explosive went off prematurely, propelling a 13-pound iron rod through the 
prefrontal cortex of Gage’s brain. Miraculously, Gage survived with his faculties 
intact—or so the doctors thought. He remained conscious, was able to speak and 
walk immediately after the injury, and survived a serious infection around the 
wound. Within two months, the doctors considered him cured. Gage looked the 
same as he always had, but his personality was completely altered, and his 
family and friends soon realized that the man they had known was gone. No 
longer able to work as a railway foreman, Gage began a downward spiral of 
impulsive, aggressive, and socially disconnected behavior that ended with his 
death from severe epileptic seizures in 1861. 

Gage’s chroniclers don’t tell us whether his value system was destroyed by his 
prefrontal injury or whether he was simply unable to act on a value system that 
survived his injury. For practical purposes, it did not matter—either way, Gage 
could no longer function as a moral being. But there is a big practical distinction 
between moral intelligence (our internal moral compass) and moral competence 
(our ability to act in alignment with what we know is right). Most of us know 


what’s right. Sometimes, though, it’s a struggle to do what we know is right— 
when we lack the moral competence to act in alignment with our moral compass. 
Researchers have discovered that our brain makes the same distinction. When 
neuroscientists compared the behavior of two adults who had suffered prefrontal 
brain injuries as infants with patients who had suffered similar injuries as adults, 
they found a striking difference in their post-injury capacities.— One patient, a 
woman, was run over by a car when she was 15-months-old. Although she 
recovered from her physical injuries, her parents were dismayed to discover that 
by the time she was three-years-old, she simply did not respond to verbal 
instructions or even physical punishment. Although her intelligence was normal, 
her behavior became increasingly disruptive, and she could not function in a 
regular school. As a teenager, she shoplifted, stole, lied, and was verbally and 
physically abusive. She showed no remorse for her behavior, blamed her 
misdeeds on others, and seemed incapable of empathy. The second patient, a 
man, had surgery for a brain tumor when he was three-months-old. He seemed to 
recover fully from his surgery, and his parents were relieved that his physical 
development was normal, given that he began to walk and talk on a typical 
timetable. He seemed a little behind academically in early elementary school, 
and by age nine, his overall behavior was becoming cause for concern. He was 
generally unmotivated, had few social contacts with peers, and lacked normal 
expressiveness, although occasionally he would lose his temper. He got through 
high school, but after graduation, his behavior deteriorated. He sat around 
watching TV or listening to music, ate his way into obesity, and neglected his 
personal hygiene. He could not keep a job and committed numerous petty 
crimes. Like the first patient, he showed no guilt or remorse for his bad behavior 
and seemed incapable of empathy for others. 

What actually caused the behavioral problems of the two brain-injured 
individuals? Both came from middle-class homes with attentive, college- 
educated parents, so we can assume they had “good enough” parenting. 
Neurological testing showed that both were normal on tests of basic mental 
ability. But when they were tested on tasks that required them to use reasoning 
to guide social behavior, they had trouble. Their moral capabilities were severely 
impaired. On moral reasoning tasks, they could think about moral situations only 
from the perspective of avoiding punishment, much like that of children before 
nine years of age. They lacked any capacity for moral reasoning based on the 
golden rule or any ability to consider what is fair from an empathetic 
perspective. 

Because the two suffered their brain injuries so early in life, their moral 


capabilities were more severely affected than those of people who suffer brain 
injuries later in life. People whose brains are injured as adults show different 
levels of moral impairment. People with adult-onset injuries have already 
acquired their moral reasoning ability as part of normal childhood development. 
They may have had years of experience in applying moral judgments in actual 
life situations before becoming injured. If you ask people who have suffered an 
adult-onset brain injury to respond to a hypothetical moral reasoning scenario, 
for example, should someone steal a drug to save someone’s life, they are quite 
able to tell you what the morally correct decision should be. In real life, 
however, they don’t seem able to put their abstract moral sense into practice. 
Researchers speculate that the part of the brain that holds emotionally related 
knowledge essential for good, moral decision making has been disabled or 
disconnected by the adult-onset brain injury, even though the individual retains 
factual knowledge of moral rules. Young children who suffer a prefrontal brain 
injury apparently never get the chance to learn the moral rules because the part 
of their brains that would have allowed them to develop moral reasoning has 
been unalterably damaged. The impact of the time of injury is considerable. 
Adult-onset brain injury patients suffer impairments in their social and moral 
behavior but generally do not display the kind of antisocial or criminal behavior 
characteristic of people who suffered prefrontal brain damage in infancy.— 

The Moral Map of Your Brain 

Studies of brain-damaged individuals tell us what general area of the brain is 
involved in moral reasoning and decision making. They don’t tell us exactly how 
our brains typically function when confronted with a moral decision. To find out, 
scientists have been studying the brains of normal individuals (if you can call 
college students who are the most common research subjects “normal”) using a 
technique called functional magnetic resonance imaging (fMRI). fMRIs 
resemble the MRI procedures that you might have undergone to diagnose an 
injury or illness. Regular MRIs produce “snapshots” of thin slices of body tissue, 
whereas functional MRIs use an advanced scanner that detects changes in blood 
flow to areas of the brain. When a particular part of the brain is involved in a 
certain activity, the fMRI image of that area “lights up.” For example, if you 
were put under an fMRI scanner and you heard a loud noise, the area of your 
brain that processes sound would show a lot more activity. fMRI technology is 
now used to chart the unique parts of the brain involved in our moral 
intelligence. One study, for example, found that viewing pictures with moral 
content (such as physical assaults, poor children abandoned in the streets, and 


war scenes) activated distinct areas of the brain that were not activated by any 
of the other types of pictures, including those with strong emotional content.— 

Why We’re Good and Why We’re Bad 

It’s clear we are programmed to be moral. But why? Though many philosophers 
and psychologists believe that truly moral emotions are uniquely human, 
anthropologists have found evidence of altruism, fairness, and empathy in other 
species. A whale, for instance, might go to the aid of a sick member of the pod, 
or a squirrel might risk its own safety by giving a warning call about a nearby 
predator. Perhaps the reason we are programmed to be moral comes not from our 
uniqueness as a species, but from what we have in common with other species 
such as whales, squirrels, or chimpanzees—we all live in social groups. As 
members of social societies, we need others to help us survive and prosper. Most 
of us are familiar with Charles Darwin’s theory of natural selection, the idea of 
“survival of the fittest.” Darwin believed that plants and animals with physical 
characteristics that help them survive are more likely to reproduce—carrying 
their survival-friendly genes forward into future generations. Similarly, it is 
likely that altruistic and cooperative behavior is part of basic human behavior 
today because it was crucial to the survival of our early human ancestors.— 
People who banded together were better able to master the elements, fight off 
predators, and acquire food. Individuals who cooperated and helped others 
tended to live longer. They were more likely to procreate and thereby get their 
traits into the gene pool. As an example, the tendency to provide care for 
helpless infants would be an advantage to our species, protecting us from 
extinction. Because early humans lived in small groups of related individuals, 
we would expect to see in our own behavior today a tendency to care for our 
relatives. Given the complexity of contemporary society, it’s likely that 
evolution has favored the genes of those who extended their cooperation beyond 
their immediate kin. What would have guided those cooperative relationships of 
our earliest ancestors? It’s not hard to see how the golden rule might have 
evolved— treat others as you would like to be treated —is a practical principle 
for living harmoniously and working for the common good. 

So What Goes Wrong? 

If it is true that we have been wired over eons to follow the golden rule, how 
then can we explain all its flagrant violations? We could try to write off crime 
and cruelty as mutations of normal human nature. Most of us, however, realize 
that there is a dark side to our own nature. There are times when selfishness 



prevails and when other needs overtake us, and we will not, or think we cannot, 
do what we know is right. According to Harvard Business School professors 
Paul Lawrence and Nitin Nohria, we all have four basic human drives created by 
evolution to improve survival.— Our drives can sometimes conflict. For 
example, the competitiveness generated by our drive to acquire will often act at 
odds with our desire to cooperate, driven by our desire to bond. We see the 
conflict play out in young children who want exclusive use of a new toy at the 
same time that they want to play with their friends. We see it in corporations 
where senior managers rake in salaries that are 100 or 1,000 times greater than 
that of some employees, while preaching to their employees—and honestly 
believing—that “we’re all in this together.” In the battle between competing 
drives, selfishness often wins out. We may want to live by the golden rule, but in 
some cases, the drive to acquire or defend overtakes our drive to bond. Lawrence 
and Nohria also point out that there is a “dark side” to each drive. Even the drive 
to bond, arguably the foundation of human morality, has a dark side, setting us 
up to define an “in group” and an “out group.” We bond with our “in group.” It 
is a series of short steps from connecting with our own group to demonizing an 
“out group.” Early humans flourished by expanding their definitions of their “in 
group.” At this time in history, our survival may depend on expanding our “in 
group” to include all the people on Earth. With the inevitable march of 
globalization, in which economic trouble in one country reverberates throughout 
the global economy, the need to recognize the importance of interdependence is 
even clearer. Radioactive material from nuclear warfare or HIV and H1N1 
viruses do not recognize cultural or governmental boundaries. Balancing 
competing drives and managing the dark side of our human nature is the essence 
of moral intelligence. Choosing among competing desires is the essence of 
morality. There is no morality without choice. Making decisions between our 
sometimes competing drives requires us to make moral choices. 

The Neuroscience of Moral Decision Making 

The work of choosing between competing drives is complicated by the way our 
brains are wired. To understand how we make moral decisions, or decisions of 
any kind, we first need to understand how our brain operates. The brain is 
divided into three major sections (see Figure 2. 1 ). 
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Figure 2.1 Simplified Model of the Brain 

In the outer layer is the brain’s rational center, which handles complicated 
cognitive processes such as objective thinking and rational decision making. The 
brain’s rational center is largely composed of an anatomical section of the brain 
called the cerebral cortex. In the middle layer of the brain is its emotional center, 
which processes emotions, motivations, and drives. The major anatomical 
component of the brain’s emotional center is called the limbic system. Within 
the limbic system is the amygdala, which translates outside stimulation into 
specific emotions such as fear or excitement. The inner part of the brain, the 
habit center, processes everything we do automatically without thinking. The 
major anatomical component of the brain’s habit center is the basal ganglia. It 
includes not only habits, but also basic body functions such as breathing, 
circulation, movement, and sensation. These three parts of the brain—the 
rational center, the emotional center, and the habit center—work together. They 
are connected to one another by neural circuits, that is, pathways that use special 
chemicals to send information back and forth among different parts of the 
brain.— 

Here’s an example of how the three parts of the brain are connected: Imagine 
you are a junior executive in a meeting with the senior executive team. Prior to 
the meeting, you met with your fellow junior executives (who were also 
participating in the meeting). Based on the premeeting with your peers, you were 
aware of some sensitive information going to be brought up in the meeting with 
the senior executives (one of whom is your boss). The junior executives had 
chosen a spokesperson to present the information to the senior group. You knew 
that this information would not be well received by the senior executives, but 
that it was important for the group of junior executives to share. During the 
meeting with the senior executives, the junior executives’ spokesperson raises 







the hot-button issue. Your boss explodes, looks directly at you and says, “Did 
you know this was going to happen?” In the heat of the moment, you blurt out, 
“No.” As soon as you say that, you know you have made a mistake. Not only did 
you lie, but your lie made your peers more vulnerable to the senior team’s anger 
and jeopardized your relationships with your fellow junior executives. So why 
did you lie? What happened to those connections between the three parts of your 
brain? The answer: Your emotions of fear and anxiety were so strong that they 
disabled the rational center of your brain—the part of your brain that you need 
the most to make effective moral decisions. It’s not that you weren’t thinking at 
all—or that you don’t understand what’s right and wrong—but that your strong 
feelings affected the quality of your thinking. The message that your brain’s 
rational center received had already been “spun’ by your brain’s emotional 
center. Out of fear for yourself, you did the morally incorrect thing and in so 
doing threw your colleagues under the bus. Your lapse in moral judgment 
happened because the triggering event—your boss’s anger—was emotionally 
stimulating. When we’re in such an emotionally charged situation, our brain acts 
reflexively : We do things automatically, without thinking clearly. So you 
defaulted to a habit, in this case a habit of saying whatever you need to say to 
deflect others’ negative emotions. You haven’t yet established the habit to do the 
right thing instantaneously under pressure. 

If our emotions are highly negative, they activate the brain’s loss avoidance or 
danger system, a complex set of neural circuits that communicate across all three 
anatomical sections of the brain whenever we perceive threats or dangers in our 
environment.— If our emotions are highly positive, they activate the brain’s 
reward system, a collection of neural circuits running across the three divisions 
of the brain that scans our environment in search of things we want.— When our 
reward system is highly activated (in the presence of highly positive emotions,) 
it turns off our danger system. When our danger system is activated, it 
neutralizes our reward system. As far as our brain is concerned, there are no 
shades of gray: We are either excited and pursuing rewards, or we are fearful 
and trying to avoid danger. Perhaps you’ve had the experience of feeling so 
worried about something that it was impossible to enjoy a normally pleasurable 
event. That’s because in the presence of either highly exciting or anxiety- 
producing financial situations, our rational brains are MIA. In the example of the 
angry boss, for instance, anxiety and fear blocked the junior executive’s ability 
to make a rational decision to tell the truth. 

The Danger System 
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threats to our survival. Neuroscientists have not yet definitively mapped the 
brain anatomy of the danger system. However, it is believed to largely involve 
structures in the limbic system, including the insula, which registers pain or 
disgust; the amygdala, which processes emotions; and the hippocampus, which 
processes long-term memory. The danger system also is thought to include the 
hypothalamus, which secretes hormones that send messages to other systems in 
our body, including the endocrine system. When our danger system is activated, 
the whole body is involved. Our adrenal gland produces two chemicals: cortisol 
(often referred to as the stress hormone) and epinephrine (AKA adrenaline), 
which are secreted into the bloodstream, preparing our body to fight or flee the 
danger we are facing. Cortisol gives us the energy to deal with physical threats 
by increasing our blood pressure and blood sugar. Epinephrine prepares the body 
for action in emergency situations. It boosts the supply of oxygen and glucose to 
the brain and muscles, while suppressing nonemergency bodily processes. Some 
signs that your danger system is in charge are shaking, sweating, breathing 
quickly, or feeling panicky. But just because you don’t feel any of those 
symptoms doesn’t mean that your danger system isn’t active. When your brain’s 
danger system is in charge, fear or anxiety may keep you from doing the right 
thing because your decision-making ability is impaired. Effective moral 
decisions almost invariably involve doing what’s best for others, rather than 
optimizing your personal gain. But when your danger system is in charge, 
“survival of the fittest” is in full swing, and you automatically do what your 
emotions and existing habits dictate—not what your rational brain would have 
chosen to do, that is, act in the best long-term interest of you, your work 
colleagues, or the common good. 

The Reward System 

The reward system is the set of circuits in the brain that helps us identify and 
acquire things we want. It is made up of a bundle of neurons in the midbrain that 
send projections throughout the prefrontal cortex, affecting the rational 
processing ability of the brain. The neurons in the reward system communicate 
primarily by releasing a chemical called dopamine. When we see something 
potentially desirable (chocolate, an attractive person, or a higher-paying job), our 
reward system turns on, motivating us to want this thing that has come to our 
attention.— What’s interesting is how dopamine helps motivate us to go after 
what we want by making us feel good. That’s why dopamine is typically referred 
to as the pleasure chemical. Thanks to dopamine, we feel good when we 
anticipate getting what we want, and we feel good when we’ve gotten what we 



wanted. Just as with our danger system, when our reward system is running the 
show, our automatic response mechanisms take over because our rational 
decision making is impaired. 

What’s worse, our reward and danger systems tend to operate without our 
knowing it. As psychiatrist and neurofinance expert Dr. Richard Peterson 
explains, “When the reward system is turned on it disables the danger system, 
and when the danger system is turned on it disables the reward system.”— That 
means we can be under the sway of emotions we’re not consciously aware of, 
making decisions that we delude ourselves are moral—when what we’re actually 
doing is simply avoiding personal danger or pursuing immediate gratification. 

Can We Actually Change Our Brain? 

Given the way our ancient brains are wired, how can we possibly make smart 
moral decisions under duress or in the thrall of an exciting opportunity? We can 
change the way our brains respond to the moral challenges life and leadership 
present us. Our brains have an amazing capacity to create new response patterns 
and new habits. And it is this ability to change our brains that allows us to live 
up to the promise of our innate moral intelligence. We are all disposed to be 
moral. But it takes practice to behave consistently in a moral way. A violin 
virtuoso is born with musical talent, just as we are born with a “talent” to be 
moral. But if the would-be violinist doesn’t practice, she will never reach her 
potential to join the elite group of top violinists in the world. And if we don’t 
practice moral decision making, we’ll never reach our potential to be 
compassionate, responsible, forgiving, and trustworthy members of the human 
community. We’ll also never reach our potential to be inspiring business and 
organizational leaders. 

Fortunately, recent neuroscience research has revealed that the brain is “plastic.” 
As Jeffrey Schwartz explains so powerfully in his book, The Mind and the 
Brain: Neuroplasticity and the Power of Mental Force,— neuroplasticity means 
that we can change our brains. We can create new habits so that when faced with 
morally challenging choices, we can respond in ways that optimize not just our 
own best interest, but also serve the best interests of family, friends, and the 
work colleagues whom we lead. With practice, we can develop control over our 
typical reactions to morally charged situations, and establish new, morally 
competent responses that involve the logical parts of our brain. And the first step 
to reprogramming our brain is to align our behaviors with the principles and 
values we would like our moral decisions to reflect. 


Moral Software 


By now, you should have a flavor for the compelling evidence that we are 
biologically wired to be moral. We have used the analogy that our innate moral 
disposition is our “moral hardware.” We come into the world with rudimentary 
skills, such as empathy, which are the building blocks for our moral intelligence. 
Before we are two years of age, we seem naturally to help others in distress, and 
by the time we are four or five, we have a good idea of what our parents and 
caretakers think is right and wrong. Our moral hardware is preinstalled, and the 
upgrades come online surprisingly quickly. But we’ve also learned that there are 
physiological brain dynamics that can interfere with our ability to make wise, 
moral choices. Developing our moral skills in the face of a primitive brain 
requires two major ingredients. First, we need to be grounded in our “moral 
software,” those moral principles and competencies that guide our actions and 
decisions as moral leaders and principled human beings. Second, we need a 
process for neutralizing the primitive brain mechanisms that can keep us from 
making decisions out of alignment with the fundamental moral principles we all 
hold dear. Chapters 3 through 7 focus both on our “moral software,” that is, the 
contents of our moral compass that form the underpinnings of our moral 
decisions, and the moral competencies that make those principles come alive. 
Chapter 8. “ Emotions. ” highlights the emotional competencies that work in 
tandem with our moral intelligence to help us stay aligned with our principles 
and values. Chapter 9. “ Making Moral Decisions. ” lays out a simple and 
powerful process (The 4Rs) that successful leaders use to activate the logical 
parts of their brains required to make optimal moral decisions. Throughout the 
book, you will see that it is the leaders’ commitment to moral principles, and 
their willingness to do the hard work of developing their moral competencies, 
that account for the enduring success of their organizations. 
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3. Your Moral Compass 


As we’ve just seen, nearly all of us have an inborn “talent” to be moral. But 
talent is never enough. Think of the major league baseball teams who spend 
fortunes on rookies and then send them off to farm teams for a few years to hone 
their skills. Professional ball players begin with baseball intelligence, but they 
must train hard to turn their baseball intelligence into on-the-field baseball 
competence. So they practice technical skills such as batting or pitching, along 
with nontechnical skills such strategy, judgment, and emotional composure. 

Why do they work so hard? Because they want to satisfy their goals and desires. 
Maybe they like winning, or money, or adulation, or they love playing the game. 
Successful ball players know that getting what they want means doing whatever 
it takes to reach their goals. In other words, the best ball players make sure that 
their talents, skills, and actions are aligned with their goals. 

Reaching our own personal goals also requires alignment. When we decide to 
start a daily exercise program but never get on the treadmill, we feel uneasy 
because our actions are inconsistent with our goals. If we want to go on vacation, 
we feel good when we book the flight because we’re doing something to reach 
our goal. Similarly, most of us want to be moral because we crave that 
experience of consistency between our moral values, our goals, and our actions. 
We call that state of moral consistency living in alignment. 

As important and satisfying as it is to make decisions based on values, aligning 
your decisions with values doesn’t come easy. There are lots of landmines: 
emotions, such as fear or excitement, mental biases, such as overconfidence in 
our leadership smarts, and a brain that was built for hunting woolly mammoths, 
not riding the roller coasters of life and leadership in today’s complex 
organizations. In the following chapters, you learn skills to deal with all those 
obstacles to moral decision making. But first, you need to understand what living 
in alignment means because that is the foundation for becoming a true leader. 


Think of living in alignment as the interconnection of three frames, as shown in 
Figure 3.1 . 




Living in Alignment 


Figure 3.1 Living in Alignment 











The first frame contains your moral compass—basic moral principles, personal 
values, and beliefs. The second frame holds your goals. Your goals range from 
the lofty (your life’s purpose) to the ordinary (a new house). The third frame 
contains your behavior, including thoughts, emotions, and actions. Living in 
alignment means that your behavior is consistent with your goals and that your 
goals are consistent with your moral compass. Living in alignment keeps you on 
course to accomplish your life purpose and achieve the best possible 
performance in all your life roles. 

Mark Phillips, SVP Distribution, Ovations (a United Health Group company), 
discovered that living in alignment can be difficult, especially when you’re 
bucking a popular business trend. When Mark was SVP of Sales for Schwab 
Bank, he would frequently have to turn away business that he knew Schwab’s 
competitors would grab in a heartbeat: 

I was the front line, where issues escalated to me, and I would 
sometimes have to say, “We’re not doing that kind of business 
because it’s wrong for the customers and it’s wrong for us.” We had 
to turn away business we knew others would do because we focused 
on doing the right thing. People were coming to us for loans when 
they had no way to demonstrate their ability to pay us back. When we 
said, “We can’t give you this credit,” it was a tough conversation, but 
we did it. We turned them down, and some of them were clients who 
would say they would take their other business away from us, and 
some of them did. This upset our brokers. But I could already see the 
problems coming by 2006. Eighteen months later things imploded. 

There were companies that had been writing credit at all costs. Now 
we know what happened to them. 

Despite the challenges of living in alignment, smart leaders recognize that acting 
consistently with values ultimately pays off. Spenser Segal is CEO of Actifi, 
which makes innovative software supporting the financial services industry. As 
Spenser tells it, living in alignment was key to helping his company navigate the 
2008 economic downturn. 

I really used the alignment model well in being really transparent 
with my people. Because of that, we haven’t lost any people. The 
senior management team and I bore the brunt of the financial 
implications. 2007 had been our best year ever, but then revenues 
dropped precipitously in 2008. Top line improved slightly in 2009 and 
the bottom line got much better, and now in 2010 we’re back. The 



congruency with values and goals that is the heart of living in 
alignment carried us through. Having weathered this makes us know 
we can get through anything. 

Living in alignment is an approach to life, not just an approach to leadership. 
New Jersey mathematics professor Dr. Rich Bastian is passionate about teaching 
the next generation the skills needed to help the United States remain 
competitive in engineering and the sciences. Rich also is deeply devoted to his 
family and deliberately lives near his daughter and her three children. When he 
accepted a position at a local college, he made sure his schedule would enable 
him to align his actions with both of his passions. Four days a week he teaches 
classes and meets with students. Each Friday he spends time with one of his 
three grandchildren. He rotates their schedule so that at least once a month, each 
grandchild gets quality time with their granddad. In addition, Rich and his 
partner Louise host a weekly dinner for the kids, along with their mom and dad, 
Rich’s daughter Jessica, and her husband Erik. 

Living in alignment may sometimes be difficult, but it doesn’t require 
superhuman acts. It is about the day-to-day steps we take to do what we need to 
do to reach our goals. One of our colleagues used to avoid speaking 
engagements before large audiences, preferring to work with people one on one 
or in small groups. Eventually, he realized that he could not effectively 
communicate his values and beliefs if he limited himself to small group 
presentations. So he joined Toastmasters, the worldwide organization that helps 
people develop their public-speaking abilities. Our friend’s desire to have a 
positive impact on the world led him to work on overcoming the anxiety of large 
group presentations. 

Living in alignment is also not accidental. It requires doing things on purpose 
and for a purpose. Living in alignment is a two-part process: First, you build 
your own personal alignment model, by understanding what is inside each of 
these three frames: 

• Moral Compass—What do you value, and what are your most important 
beliefs? 

• Goals—What do you want to accomplish personally and professionally? 

• Behavior—What actions will allow you to achieve your goals? 

Then, after you build your own alignment model and know what should be in 
each frame, you work consciously and consistently to maintain alignment among 
your frames—simple, but as you might already suspect, far from easy. 



Frame 1: Moral Compass 


Frame 1 

Moral Compass: 
Principles 

Values 

Beliels 


This frame contains the core moral principles and values that are the foundation 
of who we would ideally like to be as productive and fulfilled human beings. 
Principles and values overlap. They key difference is that principles are virtually 
universal: People everywhere tend to believe in their importance. As noted in 
Chapter 2. “ Born to Be Moral, ” these fundamental beliefs have been embedded 
in human society for so long that they are now widely recognized as universal. 
Four primary principles held in common globally are especially significant for 
effective leadership: 

• Integrity 

• Responsibility 

• Compassion 

• Forgiveness 

It’s no coincidence that successful leaders, no matter what their style or 
personality, all seem to follow the beat of the same drum. They listen carefully 
to the call of moral principles that already lie within all of us. The leaders 
studied and interviewed for this book consistently demonstrated the importance 
of these principles. They were at their most effective when acting in alignment 
with principles. When they ignored them, business results suffered. Integrity and 
responsibility are essential minimum requirements for effective leadership. Lynn 
Sontag is President of Menttium Corporation, which helps companies 
nationwide coordinate mentoring programs for high potential emerging leaders. 
As Lynn points out, “Leaders who don’t step up and do the right thing will be 
left behind, because in today’s world with new technologies and social and 
business networking, there is no place to hide.” Compassion and forgiveness are 
equally important. They make the difference between a good leader and a great 
one. Consider the following example of the business value of compassion. Don 
Froude, president of Ameriprise Financial’s The Personal Advisor Group 
(TPAG) tells this story: 

A year ago I became aware of a situation involving an advisor who 





was new to the firm and was behind his requirements to keep pace. 

When I talked to the advisor, I learned that his family responsibilities 
in the wake of his father’s recent death had made it impossible for 
him to dedicate enough time to his work. His leaders thought they had 
to follow the rules about dealing with every advisor, [no] matter what 
their situation. I told his leaders, "I can get a robot to just follow the 
rules. I need you to demonstrate some leadership judgment. That’s 
what I’m paying you for.” I’ve always believed that if someone 
doesn’t succeed, it’s because we have failed as their leaders. In this 
case, the leaders made an exception for this advisor, and that 
judgment paid off. The advisor is still with us and is now successful 
and meeting all of his performance requirements. 

Values 

Values differ from principles in that values are more personal beliefs about what 
is important to us as individuals. They are usually consistent with principles, and 
they enable us to put our own stamp on the meaning of the principles. For 
example, responsibility is a key principle, but our values help us choose how we 
individually express the principle of responsibility. We may value competence, 
challenge, or creativity. In each case, we can align our life choices both with 
those values and with the principle of responsibility. Will I be responsible by 
using my competence, by taking on challenges, or by finding creative solutions 
to areas such as work or family needs? 

As we grew up, we learned a set of values, those qualities or standards that 
parents or caregivers considered important to our well-being and that of others. 
Over time, we came to adopt those values as guides to our own behavior. 
Families vary in the weight they place on certain values. Families often 
emphasize a variety of values, such as helping others, creativity, knowledge, 
financial security, or wealth accumulation. Early in our lives, we typically adopt 
our families’ values, and as we mature, we often add our own. By selecting, 
interweaving, and prioritizing our values, we define who we are—or at least who 
we want to be. Just as we recognize people by their physical characteristics such 
as hair color, height, or the way they laugh, we also come to know people by the 
values they embody. As we get to know friends or people with whom we work, 
we begin to recognize what means the most to them. Do they crave excitement, 
care about the environment, or seek status? We evaluate others based on how 
well our values mesh with theirs. You might value personal time for creative 
work more than social activities, while I might value relationships and family 



lime more mail proiessionai recognition. we ieei conuoriaure arounu people 
who share our most important values and often avoid those who don’t. If you 
value loyalty, for example, you may not like working with people who are self- 
serving. 

Discovering Your Values 

What is the set of values that anchors you? How would you want others to think 
of you? It’s no coincidence that successful leaders consistently make decisions 
aligned with their values. To act in alignment with our values, we must deeply 
understand what they are. 

Try this: In the next 30 seconds, say out loud your five most important values. If 
you’re like most, you may be stuttering, or struggling to think. “Uh... 
family...financial security. Umm....” Our values are typically not top of mind. 

It’s so hard to figure out our values, that most values clarification exercises 
provide a “cheat sheet” list of common values. Steve Pavilla, a noted personal- 
development blogger, offers a list of 374 values on his web site. Author Doug’s 
company, the Lennick Aberman Group, created a pack of values cards, akin to 
trading cards, each of which names and explains a value. The following exercise, 
designed to help you become more aware of your values, is based on the 
Lennick Aberman Group values cards. 


Exercise: What Are Your Top Five Values? 

Review this checklist of values and select the five that are most important to 
you. If you have an important value not on the list, use the blank spaces 
below to record other values. Don’t rush through this exercise. Take some 
time to reflect on what really matters most to you. 




□ Adventure 

□ Autonomy 

□ Challenges 

□ 

Change 

□ Community 

□ Competence 

□ Competition 

□ 

Cooperation 

□ Creativity 

□ Decisiveness 

□ Diversity 

□ 

Environment 

□ Education 

□ Ethics 

□ Excellence 

□ 

Excitement 

□ Fairness 

□ Fame 

□ Family 

□ 

Flexibility 

□ Freedom 

□ Friendship 

□ Happiness 

□ 

Health 

□ Helping Others 

□ Honesty 

□ Independence 

□ 

Integrity 

□ Leadership 

□ Loyalty 

□ Meaningful Work 

□ 

Money 

□ Order 

□ Philanthropy 

□ Play 

□ 

Pleasure 

□ Power 

□ Privacy 

□ Recognition 

□ 

Relationships 

□ Religion 

□ Safety 

□ Security 

□ 

Service 

□ Spirituality 

□ Status 

□ Wealth 

□ 

Work 

□ 

□ 

□ 

□ 



The Morality of Values 

Not all values are created equal, as in the previous example. Without some 
context, values are neither moral nor immoral. It is only when we need to make 
decisions that have moral consequences that values take on moral significance. 

In the wake of the recent economic crisis, examples of values misalignment are 
plentiful. For example, what were heads of many United States banks and some 
other financial services companies thinking when in 2009 they accepted federal 
TARP funds but refused to use the cash infusion to ease lending for responsible 
businesses and qualified individuals? 

When we make a decision that does not have any particular moral significance, 
as in deciding where to go on vacation, we might indulge our desire for 
adventure without a second thought. But when we make a decision that involves 
others, as is the case when considering a career move that would affect family 
members, the priorities we assign to our values must be consistent with universal 
principles. In that instance, we must honor the principle of responsibility. We 
may realize that our desire for adventure, growth, or more money would come at 
the cost of our responsibility to family. 

What Your Decisions Reveal About Your Values 

Sometimes, we don’t actually value what we say we do. If, over time, you find 
yourself behaving inconsistently with your espoused values, you have a choice. 
You can learn to better align your behavior with your values by developing your 
moral and emotional competencies, or you may simply accept that you value 
some things that you did not realize were important to you. Either path is fine, as 




long as your actions don’t violate the universal principles. 


Exercise: What Your Decisions Tell You About Your Values 

To find out what your outward behavior can tell you about your values, 
keep a running log of all your decisions over the course of a few weeks. For 
each decision: 

• Write down the values that influenced your decision. 

• Ask yourself, “If people who did not know my inner motivations saw 
the outcome of this decision, what value or values would they think 
this decision reflected?” 

Sample Decision and Values Log 


Problem and Decision 

What Values Drove 

Your Decision 

What Values Others 
Might Think Drove 
the Decision 

Example: Financial 
shortfall in division led 
to laying off the three 
newest employees. 

Responsibility to preserve 
jobs for the most by 
stabilizing the division. 

Loyalty to longer-term 
employees. 

Power—being seen as a 
take-charge leader. 

Financial gain—for com¬ 
pany and for manager's 
bonus. 

Example: A senior 
employee with many 
years of loyal serv ice but 
a mixed reputation for 
competence is promoted 
to a new position. 

Responsibility to reward 
and promote loyalty to 
organization. 

Compassion. 

Friendship—in this case 
was more important than 
merit in promotion 
decisions. 

Order—making pro¬ 
motions predictable. 


This exercise can give you some insight into personal motivations that you might 
not have admitted to yourself before. Consider whether the values others might 
attribute to your decision may actually have some bearing on your choices. 

Uncovering Values Conflicts 

After you identify what you value, ideally and actually—look at your list of 
values and compare it with the universal principles. To ensure that your values 
are consistent with principles, ponder questions like these: 

• Is my desire to achieve financial results so strong that I behave as if the end 
justifies the means? 

• Does my desire for high achievement lead me to lack compassion for an 
employee whose family crisis takes him away from work at a critical time? 













• Does my need for economic security discourage me from speaking out with 
integrity about an unethical corporate practice? 

If you accept the importance of universal principles, you must—as a morally 
intelligent leader—reprioritize your values in line with the principles. We are not 
saying that you should not value what you value. But in some cases, it will be 
important to find a way to honor your values while upholding principles. You 
can honor both principles and personal values when you look for answers to 
questions such as, “How can I arrange my financial affairs so that I am 
protected if my ethical position gets me fired?” Or “How can I creatively 
allocate resources to preserve or improve group productivity while an employee 
is out on leave?” 

It should be clear by now that values can be applied in a morally negative, 
neutral, or positive way. Consider, for example, power, which is a value 
important to many leaders, but many leaders often don’t want to admit that 
power motivates them. That’s because a desire for power often gets a bad rap. 
Power has the potential to be seductive, intoxicating, or lead to abuse. When 
power is abused, individuals and organization suffer. But like most other values, 
power can be leveraged for good or ill. Power used to promote universal 
principles is a tremendous force for organizational success and global 
advancement. As the late Robert F. Kennedy said 

The problem of power is how to achieve its responsible use rather 
than its irresponsible and indulgent use—of how to get men of power 
to live for the public rather than off the public.- 

Beliefs 

Beliefs are the third component of our guidance system. For each of us, our 
beliefs are the “executive summary” of our individual world view. Beliefs 
represent our self-understanding about what we think is important and how we 
think of ourselves in relation to the outer world. They are the condensed version 
of our moral compass. Beliefs capture our larger list of principles and values in a 
streamlined form that is easier to communicate. Beliefs are the language we use 
to describe our values and our understanding of principles to ourselves and 
others. They connect our understanding of principles with our choice of values. 
You can’t actually know what your values are unless you can make a statement 
about what you believe. 

Identifying Your Beliefs. You probably have 10,000 beliefs about yourself, 
your world, and human nature. But most people have a relatively short list of 


beliefs that they hold as their “convictions”—beliefs they use to guide decision 
making when the going gets rough. Many of these might even operate at an 
unconscious level most of the time, but with a little thought, most people can 
bring them up to the surface. What do you believe? You can use the following 
exercise to reflect on your top-ten beliefs. 

Exercise: My Top-Ten Beliefs 

Take a few minutes to record your top-ten beliefs here. Remember...try to 
focus on your beliefs about yourself, your world, and human nature. 

1 ._ 

2 ._ 

3. _ 

4. _ 

5. _ 

6 . _ 

7. _ 

8 . _ 

9. _ 

10 . _ 


By this point, you have identified the key elements of your moral compass. You 
have chosen the universal principles you embrace, you have articulated your 
values, and you have summarized your beliefs. Understanding your moral 
compass is essential for effective decision making. Living in alignment means 
that you hold yourself accountable for decisions consistent with your moral 
compass. But before you take action, you need to understand your goals and 
wants. 

Frame 2: Goals 


Purpose 

Wants 


Scientists who study behavior tell us that humans have an innate need to make 















sense out of their lives. We constantly develop theories to explain why events 
happen as they do. We have an even deeper need to understand the meaning of 
our lives. How do our day-to-day events combine to create a coherent whole? 
What is the point of doing what we do? If we can begin to answer those 
questions, we have the beginning of our highest goal—our life’s purpose. Not 
everyone develops and follows a life purpose. People who were seriously brain- 
injured or severely neglected or abused might lack the capacity to formulate a 
meaningful purpose. But most of us are hungry to make sense out of our lives, so 
we create goals. Everyone’s life purpose is distinctively theirs, but each must be 
consistent with universal values, compassion, and forgiveness. Albert 
Schweitzer once said, “I don’t know what your destiny will be, but one thing I 
do know: The only ones among you who will be really happy are those who 
have sought and found how to serve.” Oprah Winfrey, who created one of the 
wealthiest entertainment empires in the United States, says this about purpose: 
“I’ve come to believe that each of us has a personal calling that’s as unique as a 
fingerprint—and that the best way to succeed is to discover what you love and 
then find a way to offer it to others in the form of service, working hard, and also 
allowing the energy of the universe to lead you.”- Perhaps you already know 
your life’s purpose. Many of us have only a vague sense of it. Discovering your 
life’s purpose usually takes a period of reflection. One of the best resources for 
clarifying your life purpose can be found in Richard Leider’s book Repacking 
Your Bags: Lighten Your Load for the Rest of Your Life.- Use the following 
purpose exercise to help provide you more insight about your life’s purpose. 


Exercise: What Is My Life’s Purpose?- 

Take some quiet time to reflect on the following questions. Answering these 
questions can help you clarify the high-level meaning and direction that you 
would like your life to take. You may also find it useful to discuss your 
responses with a family member or friend. Sharing your ideas with those 
closest to you can give you more confidence about what you are truly meant 
to do with your life. 

1. What are my talents? 

2. What am I passionate about? 

3. What do I obsess about, daydream about? 

4. What do I wish I had more time to put energy into? 

5. What needs doing in the world that I’d like to put my talents to work 



on? 

6. What are the main areas in which I’d like to invest my talents? 

7. What environments or settings feel most natural to me? 

8. In what work and life situations am I most comfortable expressing 
my talents? 


Setting Purpose-Driven Goals 

For each of us, our purpose is the major thing we want to accomplish in life. Our 
goals are more concrete things we’d like to accomplish to fulfill our purpose. 

The more aligned our goals are with our life purpose, the more effective we’ll be 
as a person and as a leader. An easy and powerful way to decide on your life 
goals is to use the Widdy Wiffy process Roy Geer developed and which he and 
Doug Lennick detailed in their book How to Get What You Want and Remain 
True to Yourself.- Widdy Wiffy is the phonetic pronunciation of the acronym 
WDYWFY which stands for “What Do You Want for Yourself?” The title 
contains a bias: Getting what we want is good. Our goals can be at the same time 
“selfish” and morally aligned. Getting what one wants for oneself is a rightfully 
selfish process provided that what one wants is in alignment with our moral 
compass—our principles, values, and beliefs. 

The WDYWFY process involves five profoundly simple steps: 

• Have a goal (and write it down) 

• Have a plan (and write it down) 

• Implement the plan 

• Control direction (keep score and when necessary redirect) 

• Throw off discouragement (stay on track despite setbacks) 

The importance of having specific goals is to ensure that what we actually do 
helps us create meaning out of our actions. Without goals, our ability to fulfill 
our life’s purpose would be a matter of chance. Setting deliberate goals allows us 
to satisfy our wants in a way that is aligned with our moral compass. 

Not only does your goal frame help you satisfy your personal desires within a 
moral framework, paying attention to your goals also increases the odds that you 
will actually accomplish what you desire. If you don’t work on your goal frame, 
there is a random occurrence of achieving your goals. Career expert David 
Campbell made that point famously in his book If You Don’t Know Where 




You’re Going, You’ll Probably End Up Somewhere Else.- Apparently, it’s not 
enough to have a set of goals in your head. You will boost your ability to 
achieve your goals when you write down your goals and your plans to achieve 
them. Why do written goals have such a positive impact? The most basic reason 
is that we tend to forget things. The physical process of writing helps our brain 
retain and recall the things we want to accomplish. When we write down goals, 
we have an opportunity to reflect carefully on what we actually want and 
consider the best ways to accomplish them. When we record our goals, we can 
use our list as a reminder to stay on track. The process of writing down goals 
enhances our commitment and capacity to be responsible for the choices we 
make. We have all known of highly intelligent individuals who never lived up to 
their potential. Goal setting can help you leverage the power of your moral 
intelligence to have a positive impact on your organization and the world. 

Why Leaders Love Goals 

Every effective leader we know has crystal clear goals. Goals are crucial to 
effective leadership because they move you beyond awareness or good 
intentions to specific actions. Effective leaders accept responsibility for their 
choices by “getting on the record” with their goals. Effective leaders have goals 
that they truly care about. They also encourage their followers to develop 
personally satisfying goals. One of the most powerful motivational tools of a 
good leader is to show that you care about the wants and goals of the people who 
work with you. Employees with that rare boss who shows genuine interest in 
their goals—and who spends time helping them chart a course to reach those 
goals—respond with loyalty and commitment. 

Actifi’s Spenser Segal is one such leader. “I take the WDYWFY thing seriously, 
and I really know what my people want. I use the alignment model to learn what 
people value and what their goals are. Money is never most important to my 
people, but meaningful work and making a difference is.” Spenser’s focus on his 
people’s goals contributed greatly to the company’s capability to weather the 
economic downturn. Although Actifi restructured and deferred compensation, it 
did not lose any employees during the downturn, and the company has emerged 
stronger than ever. 

Your Goals 

What exactly do you want for yourself? What are your goals? The majority of us 
want to play the roles we have in life well. Most people who are parents want to 
be good at it. Even terrible parents want to be good at it. There are few of us who 
don’t care about how we perform. How many of you want to be part of a family 


that you are proud of? How many of you want to be part of an organization that 
you are proud of? What do you have to do to accomplish that? 

Put It in Writing 

Whether you are developing new goals or reinforcing long-standing goals, 
writing your goals down here can make them more real. Keep in mind that there 
are two kinds of goals. Some goals are a state of being goal, such as “I have 
three children. I want to be a good father now.” Another type of goal is a future- 
based goal, for example, “I want to retire within five years” or “I want to lose 
weight.” We recommend that you include goals of both types. We also 
recommend that you be clear with yourself about goals in three different areas: 
professional, personal, and self-development. 

Exercise: My Most Important Life Goals 

1 ._ 

2 ._ 

3. _ 

4. _ 

5. _ 

Exercise: Goal Alignment Test 

Think about your top long-term goals. How well do your goals fit with your 
principles, values, and beliefs? 

Sample: 

My goal: Buying a family vacation home. 

My values and beliefs: I have a responsibility to care for others who are in 
need. I believe that it is important to do things to increase my family’s 
happiness. 

Potential goal alignment: Buying a vacation home would support my 
commitment to my family’s happiness. 

Potential goal misalignment: Spending money on a vacation home could 
reduce the amount of money I have to support charitable causes. 


You don’t need to abandon any goal that would make you wildly happy. But you 
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of your goals is strongly aligned with your moral compass. 

Frame 3: Behavior 


Thoughts 

Emotions 

Actions 


The behavior frame puts the “living” in “living in alignment.” Your behavior 
frame represents what you actually do, including your thoughts, emotions, and 
outward actions. Your behavior frame takes your values and beliefs from frame 
1, and your goals from frame 2, and makes them real. We cannot be successful 
leaders—or human beings—unless we embrace principles and values, set clear 
goals, and act accordingly. Although we don’t get to choose our emotions, we do 
get to choose our thoughts and actions. And wonderfully, we discover the 
thoughts and actions we choose actually do influence the emotions we 
experience. When we make choices that are not in alignment, we may give 
ourselves the benefit of the doubt, but our families, our colleagues, and our 
financial institutions do not. So keeping our behavior in alignment with our 
moral compass and goals is an essential task of a good leader. 

Thoughts 

What makes thoughts part of our behavior frame? Psychologists recognize 
thoughts as a form of cognitive behavior. Thoughts profoundly affect our 
emotions and our outward behavior. And the trouble with thoughts is that they 
often mask as facts. Even when we think we are being logical and objective, 
often that’s not the case. Most of us are biased about many things, and some of 
those biases get baked into our logic. For example, if I’m an avid fan of my local 
football team that just made it into the Super Bowl, I might find it easy to justify 
spending a few thousands of dollars to travel across the country to see the big 
game. I may unwittingly “underestimate” the cost of the trip, because I really 
want to go. And I might justify the expense even if it will add to my credit card 
debt or cause me to miss my daughter’s birthday. 

We also tend to rely on rules of thumb, or mental shortcuts for making decisions. 
One of my rules of thumb might be “only hire people who graduated from Ivy 
League colleges.” But how effective is my rule of thumb? What are the 
consequences of taking a mental shortcut when making hiring decisions? My 
rule of thumb might help me shrink the pile of resumes sitting on my desk. But 
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Dy routinely ignoring potential employees wno aian t attena certain scnoois, 1 
probably lost the opportunity to hire some talented people who could have made 
significant contributions to my organization. 

So always question your logic. It’s important to think through your choices 
relative to your moral compass and your goals. Even careful questioning won’t 
mean you will always be right. There is no silver bullet for making optimal 
leadership choices. But challenging your logic can make it more likely that you 
make the most of all your cognitive and technical abilities in support of your 
organization. 

Emotions 

Everyone has them, even the most rational and composed of us. Emotions have a 
strong influence on our view of financial situations and our response to them. 
That’s because your brain is hard-wired to encourage emotional decision 
making. When we’re in the presence of a strong external event—say a looming 
merger or downsizing—the part of our brain that processes emotions gets the 
message first. In other words, the triggering event stimulates our emotional 
intelligence before it stimulates our cognitive intelligence. Our emotional 
intelligence sacrifices accuracy for speed. We act on a flood of emotions—fear 
or excitement before the logical part of our brains gets a chance to evaluate the 
situation objectively. Why does our brain do something that can make it so 
difficult to apply our moral intelligence? As we learned in Chapter 2. our brain 
evolved to promote our physical survival, to keep us out of danger, and to 
encourage us to nourish ourselves. When we sense danger, our brain’s “danger 
system” activates. It immediately sets off a whole host of physiological changes 
that help us get away from the source of the danger. Our danger system turns our 
analytical centers off, as if to say, “You don’t have time to figure out the 
nuances of this situation. Just get out of here!” But even when we’re not in 
physical danger, our automatic danger response still kicks in with a flood of 
emotions that are better suited for escaping from a bear than dealing with a 
business crisis. When we truly are in a life-threatening situation, we need a 
speedy response. It saves us. But business challenges, although often 
emotionally painful, are not life threatening. So sacrificing the accuracy of our 
thinking brain for the speed of our emotional brain begins to work against us. 

Now take the case of a business opportunity that seems promising, not scary. As 
soon as we feel stimulated by such a positive opportunity, our brain’s reward 
system turns on. It secretes a chemical called dopamine, which gives us a sense 
of security and confidence that enables us to pursue opportunities. But when our 
reward system is turned on, our danger system is turned off. So we can’t notice 



the risk that may be involved. 

Keep in mind that emotions, in and of themselves, are neither good nor bad. 

They are simply emotions. But because strong emotions, whether positive or 
painful, can get in the way of effective decisions, emotions must be managed. 
The most effective leaders know how to regulate their own and others’ 
emotional responses in a way that promotes a positive and high-performing work 
environment. If leaders lack emotional control or insight into the emotional 
needs of their followers, the work environment suffers. 

Earlier in her career, when Menttium President Lynn Sontag was a senior leader 
in executive development at a Fortune 100 company, she once made the mistake 
of transferring a call from an irate executive spouse to her boss. The caller, who 
had considerable clout, was having a temper tantrum about something that the 
organization wouldn’t as a matter of policy give her. Lynn realized too late that 
she should have prepared her boss for the call so that he wouldn’t get stuck in a 
political bind. She still has vivid memories of his reaction and the impact on her 
subsequent performance: 

I can visualize the whole thing. My office was kitty corner from the 
executive director, and I could see his expressions as he talked to her, 
and it was pretty visual. His door was closed, but I could see him 
through his window, and I knew where he was heading as soon as he 
opened the door. He blew up in front of me and everyone else around. 
The next day he calmed down, and we walked through it and 
processed it so that it wouldn’t happen again. We got through it, but I 
was derailed on a personal level for a long time. I still had to work 
with the woman for another year and a half. It took me more than a 
couple months to let go. It hit me right where my confidence was. I 
didn’t trust my own judgment, and I became unwilling to make 
decisions without checking with a lot of people first. 

Actions 

We all know that actions speak louder than words. Having a moral compass and 
admirable goals is worthless unless we do what it takes to make them real. 

Failure to act in concert with our values and goals is worse than worthless. It is a 
failure of the core principle of responsibility. It does harm to everyone and 
everything we care about—family, co-workers, and community. And it does us 
harm. Often we lose something extremely precious—other people’s trust and 
respect. 



In Search of Alignment 

Now that you see the canvas inside each of your frames, how do you keep your 
frames aligned? Most people agree that the notion of living in alignment makes 
sense. If that’s true, then why is living in alignment so hard? Why is it so 
difficult to use our inborn moral intelligence to make smart choices that support 
our values and goals? In the next chapter, you begin to discover the obstacles to 
living in alignment—and the secrets for overcoming them. 
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4. Staying True to Your Moral Compass 


Knowing who you want to be—an honest, responsible, and compassionate leader 
—is one thing. Knowing how to become your best self is another. Actually doing 
what you know you should is still another matter. That is the essence of 
alignment, a shorthand term that means “your goals and your behaviors are 
consistent with your moral compass.” We need three qualities to help us keep us 
in alignment: 

• Moral intelligence—Part of us that shapes our moral compass and ensures 
that our goals are consistent with our moral compass 

• Moral competence—Ability to act on our moral principles 

• Emotional competence—Ability to manage our and others’ emotions in 
morally charged situations 

Moral intelligence. Can you interpret this formula? 

A £ f[s)ds =f(x) 

Here’s a hint: The equation here represents the “fundamental theorem of 
calculus.” It expresses that differentiation and integration are inverse operations 
of each other. Now do you understand? If you’re like most people, that 
explanation helps a little, but not much. You can tell that the diagram is a 
mathematical equation, and you’ve heard of calculus, but you might not 
understand or remember the distinction between differentiation and integration. 
For people who are mathematically inclined, the fundamental theorem of 
calculus probably looks as simple to them as 2 + 2 = 4 does to the rest of us. A 
complicated equation makes sense to the mathematician because she has two 
qualities—mathematical intelligence (basic aptitude) and mathematical 
competence (learned skills). Mathematical intelligence isn’t sufficient to be good 
at math, but no amount of practice can make you a good mathematician if you 
don’t have an underlying aptitude. Moral intelligence is another kind of aptitude. 
Without it, no amount of training can turn us into moral leaders. Recall the 
brain-injured toddlers. No matter how hard their parents tried to instill positive 
values, they simply lacked the basic neurological equipment to distinguish 
between right and wrong. 

Moral intelligence is our basic aptitude for moral thought and action. We call on 
it to make sense out of moral principles (the “fundamental theorems” of 
morality). Moral intelligence enables us to develop moral values and beliefs and 



to integrate those values and beliefs into a coherent moral compass. Because it’s 
the part of us that knows what’s right, we use it to ensure that our goals and 
behavior are in alignment with our moral compass. Like a smoke detector, our 
moral intelligence sounds the alarms when our goals or actions move out of 
synch with our moral compass. 

When Charlie Zelle was a young New York investment banker, his family’s 
Midwestern transportation and real-estate business went into a financial tailspin. 
After he returned home to help save the business, company lawyers called a 
meeting of management and key family shareholders to decide the firm’s fate. 
When lawyers and family members began to talk, Charlie was astonished at how 
glib they all seemed. It was clear that they had already decided to throw in the 
towel and no one seemed all that upset about it. Charlie got angry—his moral 
intelligence alarms were deafening. He thought shutting down the company was 
unfair and a selfish move on the part of his family. If the company folded, 500 
employees would lose their jobs, and people in the community would lose access 
to the public transportation they provided. 

Moral competence. Although moral intelligence involves knowing what to do, 
moral competence is the skill of actually doing the right thing. How do we do 
what we know is right? How do we do the right thing even when we are scared 
or pressured? For that, we need moral competence. We need it to understand 
what goals will enable us to be true to our principles, and we need moral 
competence to act in alignment with our values and beliefs. Charlie Zelle’s 
moral intelligence told him that it was selfish for his family to simply cut their 
losses at the cost of fairness to employees and the community. But it took moral 
competence for Charlie to act on that awareness. He was just a kid, but fueled by 
his anger and encouraged by a mentor, Charlie found his voice. He found some 
investors, formed a new company, bought the buses back from bankruptcy court, 
and rehired all the employees from his family’s old company. The odds of 
success were low, but with the help of a senior vice president who knew and 
loved the business, they survived. Fifteen years later, Charlie’s company, 
Jefferson Bus Lines, is a thriving regional bus operator. 

Emotional competence. To live in alignment, we also need to be emotionally 
competent. Emotional competence helps us manage our emotions and the 
emotional quality of our relationships with others. It’s almost impossible to be 
morally competent without being emotionally competent as well. For example, 
most of us value honesty and most of us have the moral competence to be 
truthful. After all, we’ve told the truth countless times. But if we’re such experts 
at telling the truth, why then do many of us lie so often? A UK women’s 



magazine survey, for instance, found that 94% of women admitted that they tell 
lies, half of them lying on a daily basis. Emotional competence helps us answer 
questions like these: 

• What makes it hard to tell the truth in a particular situation? 

• How will others act if I tell the truth or fail to tell the truth? 

• How can I tell the truth in a way that will preserve my relationships with 
others? 

Emotional competence enables us to understand our own emotions, especially 
those that can get in the way of doing the right thing. Emotional competence also 
helps us understand and respond intelligently to the emotions of others. That 
ability to respond to others’ emotional needs in turn creates a positive work 
environment in which people feel safe enough to do what is morally right—and 
not incidentally, perform at their best. 

When leaders lack emotional competence, they create a negative climate that 
encourages self-protection rather than integrity. Lori Kaiser, Pacific Northwest 
Managing Partner at Tatum LLC, ran into an emotionally incompetent manager 
at a previous company where she had worked early in her career. He was a foul- 
mouthed senior manager who routinely harassed his juniors. Everyone knew he 
was obnoxious, but no one called him on it. Lori tolerated it for years. Then 
while on maternity leave, she realized how great it felt to be away from him. 
When she returned from leave, she took advantage of her newfound status as the 
company’s most senior woman to draw a line in the sand. Lori told her superiors 
she would return only if she did not have to work with the obnoxious manager. 
Her superiors agreed but did nothing to correct his behavior. Other employees, in 
part weary of dealing with him, began to leave the company. Only then did 
management begin to pay attention to his behavior, but by then, they had lost 
some valuable people—largely because of the negative environment created by 
one emotionally incompetent leader. 

Lori faults herself for failing to act sooner. She tolerated his negative behavior 
for a long time because the company paid her well to do the kind of work she 
wanted to do. Though she was not the source of a negative environment, she 
believes she was partially responsible for allowing it to continue. “Even though I 
may be able to tolerate difficult people,” says Lori, “the people who follow me 
need someone who can speak up. If I condone bad behavior in front of junior 
men or women, it’s unacceptable. Now I speak up for all of the people who are 
junior to me and can’t speak up, even if it makes me look like I’m not one of the 
gang.” 



Staying aligned. When you consistently use your moral intelligence, moral 
competence, and emotional competence, you will find that you are spending 
more and more time living in alignment with your moral compass. When your 
three frames are in synch, you feel as though you are “in the zone,” and your 
creativity and performance are at their best. When you are in a leadership role, 
your state of alignment is palpable and appealing to followers. Your state of 
alignment contributes to an emotionally positive and high-performing work 
environment for others. 

Think of the leaders who have inspired you the most. They are almost invariably 
those who consistently demonstrate their commitment to principles that you also 
believe in. Lynn Fantom, CEO of ID Media, says of her former boss, David Bell, 
now Chairman Emeritus of parent company Interpublic, “I would do anything 
for him because he shows respect to me and everyone in the company by doing 
simple things like sending short email messages of appreciation.” 

Moral misalignment. The most successful leaders spend the majority of their 
time in alignment. But all of us experience times when it is hard to stay in 
alignment, times when our moral intelligence doesn’t seem to be having an 
impact on what we want or what we actually do. Instead of being connected to 
our ideal selves—who we would like to be at our best—we disconnect from our 
moral compass. Misalignments don’t usually happen because we lack moral or 
emotional skills. Typically, they occur because moral viruses or destructive 
emotions are interfering with our ability to use moral and emotional 
competencies that we have successfully used in the past. 

Moral viruses are disabling and inaccurate negative beliefs that interfere with 
alignment (see Figure 4.1 1. Moral viruses infect our moral compass and lead us 
to adopt goals that are inconsistent with our moral compass. 
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Figure 4.1 Alignment Model 


Diagnosing a moral virus. Moral viruses are unfounded negative beliefs that 
are in conflict with universal principles. Like computer viruses that infect a 
computer’s operating system, moral viruses invade your moral compass and 
often lead to breakdown. Moral viruses remind us of computer “adware,” the 
insidious advertising software programs that are installed on your computer via 
the Internet without your consent. Suddenly, your computer desktop is 
overwhelmed by pop-up ads, and when you try to find and delete the adware 
program, you find it’s difficult. Your antivirus software probably will not work. 
The unwanted program has the capability to hide its files and to resist attempts to 
remove it. Like adware, moral viruses sneak into your moral operating system. 
They hide themselves well: At a conscious level, you may articulate a set of 
principles, values, and beliefs that are admirable, without realizing that you are 
secretly harboring an unsavory belief that affects the quality of your goals. Your 
“official” goals are in alignment with your moral compass. But without your 
awareness, you have adopted some “unofficial” goals that are at odds with your 
moral compass. The end result is that you do things that are inconsistent with 
your moral compass, and you are probably pretty confused about the reasons 
why. 

Consider the experience of John Simmons (pseudonym), founding partner in a 
growing professional services firm. He was attending a partner’s meeting for his 
firm. Compensation was on the agenda, and during the discussion, John found 
himself insisting that his fellow owners adopt a lot of legalistic provisions that 
he thought necessary to ensure he would be compensated fairly for all his efforts. 
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Finally, they told him he was acting as if they were his enemies rather than 
people who shared his goals. John knew instantly they were right, but it took a 
few hours of reflection to figure out why he had behaved with such suspicion. 

John explains, “When I was about four years old, I got into an argument with my 
older brother and I bit him! My father insisted that I apologize. I refused. Before 
I realized the stakes of the game I was playing, my father said, “If you don’t 
apologize, you can’t be a part of this family.” He proceeded to take me about a 
half a mile away from our farmhouse and dump me off in the pasture. I recall 
running back home, crying as I ran. My false conclusion was that when it comes 
to basic needs like personal safety you really can’t trust anyone, even those close 
to you. Even people who have never actually taken advantage of you might still 
turn on you in unpredictable ways. Always be on guard!” 

When John uncovered his “moral virus,” he went back to his fellow owners to 
own up to the negative beliefs that had infected his moral compass and disrupted 
their meeting. 

Common Moral Viruses 

• Most people can’t be trusted. 

• I’m not worth much. 

• I’m better than most other people. 

• Might makes right. 

• If it feels good, do it. 

• My needs are more important than anyone else’s. 

• Most people care more about themselves than anyone else. 

• People of other (races, religions, and nationalities) are not as good as people 
of my (race, religion, and nationality). 

Dealing with moral viruses. A good way to manage moral viruses is to scan for 
them in your thoughts. To figure out what you are thinking, tune in to your “self 
talk”—the continuous internal conversation that you have with yourself. Like 
computer antivirus software that periodically scans for new viruses, you should 
regularly scan your self talk to stay aware of the internal beliefs that are 
influencing your daily actions. In addition to regular moral virus scans, we 
recommend that you scan your self-talk for possible moral viruses whenever you 
experience strong emotion, either positive or negative. Because thoughts and 



emotions mutually influence each other, it is especially important to understand 
the beliefs that may be the root cause of uncomfortable emotions. 

Disabling a moral virus. When you have detected a moral virus in your 
thoughts, you have the opportunity to replace it with a thought or belief 
consistent with your moral compass. Countering a moral virus is effective in the 
moment, but it is not a permanent fix. Moral viruses sometimes act like certain 
biological viruses that lurk indefinitely within us. For example, the virus that 
causes shingles, a relative of the chicken pox virus, is a chronic virus. After an 
outbreak of shingles, the virus doesn’t die. It retreats to the base of a bundle of 
nerves, where it lies dormant unless the affected person’s immune system is 
weakened by another illness, allowing the old virus’ symptoms to reappear. 
Similarly, when we are under stress, the symptoms of a moral virus can once 
again resurface. In the example just described, John Simmons figured out how 
he had been infected by a moral virus, but he knows he may run into the same 
virus in the future. John is not “cured,” but his awareness can help him to 
recognize moral virus symptoms and move quickly to minimize its negative 
affects in the future. 

Because none of us had a perfect upbringing, most of us will have at least one 
moral virus lying in wait to overtake us in a difficult moment. That is why it is 
important to scan our thoughts regularly and why it is necessary to actively 
remind ourselves of our more desirable Frame 1 beliefs. A good rule of thumb is 
this: When you find yourself doing something that is puzzling to you when you 
say to yourself, “I don’t know why I behaved that way...,” you are likely dealing 
with some sort of moral virus. That is a good signal to talk it out with a good 
friend or trusted advisor. Like a virus that thrives in the dark, moral viruses 
brought out into the light often wither and die. 

Destructive emotions. Destructive emotions are the most common culprits in 
keeping us from acting consistently with our goals. Emotions such as greed, 
hate, or jealousy are powerful and can overwhelm our normal ability to act in a 
morally and emotionally competent manner. It is human nature to experience 
periodic emotional “breakdowns”—not usually the kind that sends us off for a 
long rest cure, but the more commonplace stresses that can lead us to become 
emotionally overwhelmed. Our moral compass is intact, and our goals are clear, 
but in the heat of the moment, we act in a way completely inconsistent with what 
we say we want. We lose control and allow destructive emotions to take hold. 
Greed is an especially destructive emotion, one that likely lies at the heart of the 
corporate accounting scandals of the early 2000s and the more recent economic 
crisis of the late 2000s. It’s hard to imagine that any of the executives implicated 



for accounting or securities fraud in the last decade needed more money than 
they already had. For an executive in the throes of greed, however, enough is 
never enough. We’re all too familiar with the impact of greed-driven schemes— 
employees deprived of jobs and retirement funds, shareholders betrayed, 
homeowners being evicted, and companies going out of business. 

Managing destructive emotions. There will always be occasions when you feel 
negative emotions. Your goal should not be to eliminate all traces of negative 
feelings from your experience, but rather to develop the emotional control to 
manage destructive emotions so they don’t derail you. Managing destructive 
emotions is vital to a successful leadership career because left unchecked, they 
are a frequent cause of career derailment among executives. A senior 
manufacturing executive interviewed for this book notes the importance of 
managing potentially destructive emotions: “Someone will renege on something 
or not do something they promised, or they’ll misrepresent things and I just want 
to get even. I’ve had to develop a lot of self-control. I don’t often lose my temper 
and if I do, I try to do it behind closed doors with my team. So the challenge is 
treating people the way I’d like to be treated versus the way I’d like to treat them 
because they screwed me. I don’t feel like I’ve had to be extremely sensitive so 
much as I’ve needed to control my revenge motive and be professional.” 

A powerful antidote to negative emotions is the deliberate cultivation of a 
positive emotional state. Controlling emotions must come from within. No one 
having a temper tantrum—child or adult—wants to be told by others to “calm 
down.” Fortunately, we can learn how to short-circuit highly charged negative 
emotions. Deep breathing exercises, deep muscle relaxation exercises, and 
meditation, are just a few of the scientifically documented ways to produce more 
positive emotional states.^ Depending on your personal preferences, activities as 
varied as hobbies, community service, spending time in nature or with family 
members, even washing the dishes can trigger a positive mental state. They work 
because you cannot have two incompatible physiological states at the same time. 
You cannot be angry when you are happy. You cannot be anxious when you are 
calm. Regular practice of your preferred technique is key to your ability to 
manage your emotions. Through practice, you can create a calm and peaceful 
internal state that automatically kicks in when you need it. When you 
deliberately cultivate a positive and relaxed emotional state, you can call upon 
that positive state whenever a destructive emotion is beginning to take hold. 

The experiential triangle. We each operate within an experiential triangle of 
thoughts, emotions, and behavior, all of which mutually influence one another. 
Although we discussed moral viruses and destructive emotions as though they 


were separate phenomena, in reality, they are typically found together and often 
reinforce the negative effects of each. Emotions are usually the product of our 
thoughts. When we admire someone, for example, our happiness in seeing that 
person stems not from their physical existence, but because of the ideas we have 
about them. Similarly, when we are in the throes of a destructive emotion, we 
have a reason. Our negative feeling is prompted by some thoughts or beliefs we 
have about the situation we are in. You think, “I knew I couldn’t trust them,” or 
“I should have gotten more,” and you feel terrible. The worse you feel, the more 
likely it is that a moral virus has invaded your belief system. Destmctive 
emotions such as anger and jealousy are the “fever” that often accompanies a 
moral virus. But emotions also stimulate thought processes. When a destructive 
emotion overcomes you, it can negatively influence the way you think about 
yourself or others, thereby causing a moral virus. Finally, our thoughts and 
emotions affect our behavior. The behavioral impact of moral viruses and 
destructive emotions is widespread and obvious. For a leader, the effects of 
moral viruses and destructive emotions can be career-ending. At the very least, 
your performance suffers along with that of your co-workers. 

Consider these contrasting experiential triangles. 


A Case of Alignment 

The situation: My boss is hiding the extent of a new product line’s 
manufacturing problems from the senior management group until 
performance reviews are completed. 

Thought: I know that my boss’s actions are violating the principle of 
integrity and I have a responsibility to get involved. 

Emotions: Some apprehension about challenging my boss’s decision, mixed 
with confidence and determination. 

Behavior: I confront my boss about her actions and urge her to provide 
accurate information about production problems. 


Suppose, on the other hand, that you found yourself unable to confront your 
boss. Would it be because you were unaware that what she was doing was 
wrong, or because you did not know how to raise the issue? Probably not. More 
likely, your failure to act would be the result of your beliefs about the situation. 
Your beliefs create a context, or framework, for deciding how to respond to your 
boss’s actions. You might then be operating in an experiential triangle that 
operates something like this: 




A Case of Misalignment 

Thoughts: What other people do is none of my business. Human nature 
being what it is, I will probably be punished for standing up for what is 
right. If I do get involved, my boss might retaliate and I could lose my 
bonus or even my job. 

Emotions: Fear and anxiety. 

Behaviors: I look the other way, or I help my boss conceal the extent of the 
production line problems. 


In this example, we can detect a moral virus in the belief that one should “mind 
one’s own business,” coupled with the belief that others will do you harm if you 
challenge their negative behavior. This moral virus is likely contaminating more 
positive beliefs about human nature and our responsibility to do what is right. 

But a moral virus can deactivate positive beliefs in a difficult moment, replacing 
them with negative beliefs about other’s motives and our own responsibility. In 
this example, we can also see the destructive power of emotions such as fear and 
anxiety that further reinforce negative beliefs and the misguided actions that 
result. 

Preventive maintenance. Staying in alignment requires regular tune-ups to 
monitor and prevent damaging effects of moral viruses and destructive emotions. 
But most important, alignment depends on continuously developing our moral 
and emotional competence. But how? What are the practical day-to-day actions 
we must take to stay in alignment? For that, we need to be proficient in a group 
of specific moral and emotional skills—as you see in the next several chapters of 
this book. 

Endnote 

1. Many techniques for inducing positive emotional states can be found in 
Herbert Benson, M.D. and William Proctor’s The Break-Out Principle, New 
York: Scribner, 2003. 




Part II. Developing Moral Skills 



5. Integrity 


Every individual, like a statue, develops in his life the laws of harmony, 
integrity, and freedom; or those of deformity, immorality, and bondage. 
Whether we wish to or not, we are all drawing our own pictures in the lives we 

are living.... 

—Harriot K. Hunt (1805-1875), U.S. Physician and Feminist 


To starve to death is a small thing, but to lose one’s integrity is a great one. 

—Chinese Proverb 


The Integrity Competencies 

• Acting consistently with principles, values, and beliefs 

• Telling the truth 

• Standing up for what is right 

• Keeping promises 


Acting Consistently with Principles, Values, and 
Beliefs 


This is the primary moral competency that encompasses the others. Acting 
consistently with principles, values, and beliefs means being purposeful in 
everything you do and say. Integrity is authenticity. It is saying what you stand 
for and standing for what you say. Awareness is the first step to acting with 
consistent integrity. That’s why it’s so important to be clear about what’s in your 
moral compass. Acting consistently with your moral compass also means letting 
others know the principles that are most important to you, and holding yourself 
accountable for decisions and behaviors consistent with that. Before becoming 
an advisor with financial services company Thrivent Financial for Lutherans, 
Walt Bradley spent 20 years selling cars. One day, a young woman came on the 
used car lot to buy her first car. The only car she could afford had a lot of miles, 
a few dents, and a leaky exhaust. Walt told her that if she bought the car, they 
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says Walt. “My boss said to just patch it. I argued with him, but he said, ‘I don’t 
give a shit. Just get it out of the building. There’s no warranty.’ Right in front of 
my boss, I told the mechanic not to do that—to fix the car right. My boss and I 
got into a shouting match about it, but the mechanic fixed it.” Asked how hard 
was it to stand up to his boss, Walt replies, “I hate confrontation, but the woman 
trusted me, and I know that if my word isn’t any good, then my product isn’t any 
good.” 

The high cost of inconsistency. Leaders who blatantly ignore universal 
principles do great harm to their constituencies and ultimately to their bottom 
line. But just as bad are leaders who pay lip service to integrity while ignoring it 
in practice. Take this example of Kevin Reynolds (pseudonym), CEO of a $400 
million dollar consumer products company. Kevin talked a lot about integrity in 
his speeches to shareholders, employees, and his board. But Kevin’s direct 
reports didn’t trust him at all, and each could cite numerous examples of betrayal 
or deception on Kevin’s part. None of Kevin’s direct reports was willing to go 
out on a limb for their company in the environment that he had created. Some of 
them spent a lot of time planning how to protect themselves from his treachery, 
while a few braver souls openly threatened to leave if the board did not fire him. 
The final straw came when, at the end of a financially troubled year, Kevin 
manipulated the bonus pool to get his maximum year-end bonus, leaving his 
team with unfairly low payouts. For a time, Kevin managed to conceal his bonus 
scheme by withholding information and presenting confusing data, but 
eventually, his mishandling of the bonus money leaked out. The board asked for 
his resignation. No one mourned Kevin’s departure. His reputation for 
dishonesty dogged him in the industry, barring him from landing a top executive 
post anywhere else. 

In corporate settings, a lack of integrity usually signals a lack of moral 
competence, as was the case with Kevin. But at times, a lack of integrity stems 
from a deeper lack of moral intelligence. There are some people whose moral 
compass is badly dented, like Jeff Walsh (pseudonym), who applied for a job as 
regional sales manager for a large Fortune 500 company. On paper, Jeff had a 
great track record in sales and management and an MBA from a prestigious 
university. The vice president of Sales was so impressed after interviewing Jeff 
that he was ready to hire him on the spot. “Don’t let that one get out the door,” 
he told the recruiter. But when the recruiter checked his credentials, he 
discovered that Jeff had no undergraduate college degree, let alone an MBA; he 
had never taken a single college course. When the recruiter confronted him, Jeff 
broke into a sweat and admitted that he had faked his resume. You might think 



that the sweat on Jeff’s forehead was evidence that he knew right from wrong. 
But Jeff recovered his composure quickly and promptly talked his way back into 
the VP of Sales’ office to try to convince him that it really wouldn’t matter that 
he did not have his MBA. Without a functioning moral compass, Jeff completely 
missed the notion that lying about his credentials was a big deal. He might sweat 
because he was caught—but not because he had a guilty conscience. 

Telling the Truth 

Susan Desimone (fictitious name) was chief financial officer for a major division 
of a huge financial services firm. Her CEO, a demanding and explosive character 
(in actuality a high-profile top executive), was determined to meet Wall Street’s 
expectations for the quarter’s profits—no matter what it took. The financial 
analysts who worked for Susan were stressed. “The CEO is badgering us to 
make these numbers work,” they complained. “If we show him the results we 
have right now, he will blow his fuse.” Susan knew they weren’t exaggerating, 
but she also knew she could handle her CEO’s tantrum without letting it unhinge 
her. “What is the worst thing he can do to us?” she replied. “He’ll yell at us for 
sure, but he’s yelled at us before, and we are going to tell the truth.” Susan’s 
moral stance did more than keep her company out of the scandal section of The 
Wall Street Journal. She provided “cover” for the people in her finance unit and 
by her actions made it safer for them to do what they knew was right. Her 
truthful response to the CEO’s pressure was both morally skilled and fiscally 
smart. She motivated her people to keep working for the company during an 
economic boom when their skills were highly marketable and corporate attrition 
was at record high levels. 

Leading with the Truth 

Imagine that you are captain on a sailboat cruising through the Caribbean. When 
you left dock a few hours ago, it was warm and sunny with a gentle breeze 
pushing the boat forward. Then the weather turns suddenly ugly. Before long, 
the wind is fierce, the waves are pounding, and your passengers are afraid. What 
should you do? You tell them the truth. You say, “This is a dangerous storm. 
Something bad could happen. You need to keep your life jackets on and stay 
below deck while I get us through this. I have been through storms like this 
before, and I am very optimistic that we are going to weather the storm.” 

In organizational settings, telling the truth often means defining reality under 
challenging circumstances. When times are tough, leaders need to tell the truth 
while providing people with real reasons for hope and optimism. 



^any Jewell, Lt,u or outaoor gear retailer kui, agrees: "uver me past two years 
we have learned some tremendous lessons, and one is about the importance of 
consistently telling people the truth about what’s going on.” Sally continues 

Shortly before things started falling apart in the fall of 2008, we 
started sending weekly messages to employees about the storm clouds 
on the horizon and what we were doing about it. At the time we felt 
that perhaps we were even over-communicating. But we’ve discovered 
that trust in senior management went up during that period. The 
confidence in the company went to an all time high. It fell a bit this 
year and we realized that we haven’t been communicating as 
consistently this past year as we did during that period. We weren’t 
over-communicating at all—this is what we need to do all the time! 

We also had a layoff during 2009. We were upfront about this as well, 
and gave the business reasons why we needed to do this. We worked 
really hard to train managers and to role play with them how to 
answer questions. Afterward, multiple people who had been laid off 
sent me messages about this. Some said they obviously didn’t like 
being laid off but they understood why it had to happen. Many said 
they’d come back to work for us in a heartbeat. 

So, what did we learn? Taking the mystery out of the situation and 
speaking the truth right up front was the lesson we learned. The more 
we communicated the more we were reinforced for communicating. 

And people expressed their appreciation. Several said things like, 
“Thank you for being on top of these things.” It was a great 
opportunity for our leaders to reduce the uncertainty that people 
were feeling. 

Larson Doors’ Dale Larson is another advocate of the need for leaders to tell the 
truth: 

We had a period of time when we lost a big account—Home Depot. 

We had to tell everyone that their jobs might be in jeopardy. I guess 
we could have held off that information for a while, but we felt that 
we needed to be honest with our employees about what was 
happening. And because we did, we came bouncing back and are a lot 
better for it today. We did have to lay off a lot of the factory workers 
for three or four months but many of them came back. And at least 
we were able to give them as much time as possible to prepare for 
tough times. 
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i_,on uomer, presiaeni ana i^uu or American uorrronos financial services, 
doesn’t shrink from telling unpleasant truths either. He’s discovered it’s the only 
way to secure the trust of employees and customers. Until a few years ago, 
American Portfolios used two firms to clear financial transactions. Then Lon 
realized that it would be best for the business to merge into one clearing firm. 

But there was a catch: The clearing firm’s charges would result in financial gains 
for Lon’s business, while lowering brokers’ compensation. As Lon relates: 

I could have said we had to consolidate, that we had no choice. The 
truth was I decided that we needed to do this to be competitive. I 
didn’t hide the fact that the brokers would make less and the 
efficiencies we gained would actually mean more profit for us. I 
pointed out that we need to do this to grow and sustain ourselves 
during the economic downturn. I explained why I did it. I could 
constantly blame the government and regulators, but I never do that. 

I’m always honest about it. I say, “We are doing it and these are the 
reasons.” So I’ve developed more trust with the brokers. If you’re 
truthful, you’ll develop trust. You’ll develop loyal customers [the 
brokers] with trust. I believe that truth leads to trust and trust leads 
to loyalty and loyal customers are the best customers. Our customers 
recognize and feel very comfortable with that. 

Telling the Truth About Performance 

Many of us are afraid to discuss poor performance with a subordinate. We 
imagine that people will be upset, and we don’t want to be responsible for 
causing them pain. 

Paul Clayton, former president of Burger King North America, and former CEO 
of Jamba Juice, is not known for pulling his punches. The only time he can recall 
when he has withheld the truth was when he had to sit down with someone and 
talk about his or her performance. “I have made mistakes in not being direct 
enough. I had to give a negative performance review and circled around the 
issues, and I’ve had that happen to me as well. I’ve always been critical of my 
communication skills, but for a long time, no one said a word to me. I knew that 
if someone had the courage to tell me sooner that I needed work, it would have 
helped me.” 

We have all heard horror stories about co-workers who got a glowing 
performance review coupled with a bonus, only to be fired a month later. When 
that happens, it is usually because the manager has not been honest about the 
employee’s performance problems over some period of time. Some managers 
are so nonassertive that emnlovees who are being given negative feedback have 



no idea that they are being criticized. We know of several extreme examples 
when an employee who was fired on a Friday showed up for work as usual on 
Monday because she didn’t realize she had been terminated. 

Exceptions to the rule of honesty. A seemingly contradictory aspect of the 
competency of telling the truth is that it includes knowing when not to tell the 
truth. Consider an example posed by 18th century philosopher, Immanuel Kant. 
Imagine that a murderer comes to your door, wanting to know where your friend 
is—so that he can kill her. Your friend is hiding in your bedroom closet. Most 
people would probably agree that your obligation to your friend overrides your 
general obligation to tell the truth. For some brave World War II Europeans, this 
scenario was not hypothetical—they risked their lives sheltering Jews from the 
Nazis. The Diary of Anne Frank is a famous telling of the story of a Dutch 
Jewish family hidden by a former employee of Anne Frank’s father. When the 
Nazis made their regular sweeps of their Amsterdam neighborhood in search of 
Jews, the family protecting the Franks would have failed in moral competence if 
they had told the truth about what they were doing. 

Honesty is often complicated for business leaders as well. At times, a leader has 
information that cannot be divulged. This is common in situations involving 
downsizings, initial public offerings, and mergers and acquisitions. When 
planning workforce reductions, for example, leaders know that employees would 
find it helpful to get advance warning that their job could be at risk. On the other 
hand, leaders have a responsibility to owners not to divulge information that 
could be harmful to the market value of their companies. To tell the truth 
prematurely would be a disservice to the business, yet to say when asked that no 
reorganization is looming would be dishonest. If there are legal requirements to 
withhold information, the leader should simply acknowledge that. A leader can 
still be truthful by saying something like, “We do have plans but we cannot 
discuss them at this time. Please know that we will implement the plan with high 
regard for our employees, our customers, and the people who own the 
company.” 

Withholding information is also justified to protect the privacy of employees. 
Consider computer programmer, Jeanetta Shaw (pseudonym) who discovered 
that her husband and his family were all involved in criminal activity that was 
about to hit the newspaper headlines. Her distress was obvious to her co¬ 
workers, and they began to ask their manager what was going on. The manager 
decided to tell the truth, but not the whole truth. He told Jeanetta’s colleagues 
that there were personal circumstances beyond her control that were causing her 





a great deal of stress. He expressed his commitment to help her get through a 
rough time and asked others to do the same. 

The painful truth? Telling the truth and tact are not incompatible. Some of us 
pride ourselves on being honest to a fault. We might say things others would be 
afraid to say, but it doesn’t necessarily add up to more truth. Some of us use 
“honesty” as an excuse to vent our hostility. We might make cruel, competitive, 
or aggressive comments under the guise of “calling it like you see it” and then 
excuse ourselves by claiming, “I’m only being truthful.” According to Jefferson 
Bus Line’s CEO, Charlie Zelle, the disclaimer “T’m just being honest’ is a 
classic Minnesota passive-aggressive way of being hurtful.” When we go out of 
our way to communicate a hurtful truth, we are usually not being honest with 
ourselves. So, when we feel obligated to tell another something “for his own 
good,” we need first to examine our own motivations. Are we competitive? Are 
we jealous? Are we trying to even up an old score? And we might be wise to add 
one more question: Is there a way we can be compassionately honest versus 
brutally honest? 

Good intentions. Truth telling works best when paired with the emotional 
competency of self-awareness. We need self-awareness to understand how our 
own goals and desires influence what we say to others. Leaders who limit 
information about pending changes should rigorously examine their motivations. 
Although it is important to protect their companies, leaders who withhold 
information because they put personal stock option considerations over 
employee well being, clearly violate principle of integrity. 

We also need emotional competencies to understand other’s emotions and 
discuss the truth in ways that people can accept and use productively. Employees 
sense when their leaders make self-serving decisions or shade the truth about 
pending changes. The resulting negative impact on morale and performance can 
undermine the implementation of any change effort. 

How truth fuels performance. Truth telling has a huge impact on leadership 
effectiveness and workforce engagement. When people work for a dishonest 
leader, they censor information to protect themselves from a negative or 
unpredictable reaction. The dishonest boss creates a climate dominated by 
political intrigue. Instead of working productively, people who work for 
dishonest superiors spend a lot of time wondering about their manager’s agenda, 
trying to gather information, trying to jockey for power, and doing only those 
things they think will keep them out of harm’s way. In contrast, leaders who are 
known for being honest generate a powerful climate of trust. People who work 



for honest superiors relax because they know there will be no hidden surprises 
coming out of the organizational woodwork. People accomplish more and can 
work with great creativity when they don’t have to waste energy watching their 
back. 

Standing Up for What Is Right 

Leaders who live the principle of integrity inevitably must take principled 
stands. 

Ben Smith began his career as an attorney and has extensive executive 
experience in the banking industry as a former Co-CEO of American Partners 
Bank, former EVP of Wells Fargo and former EVP at GMAC. Ben relays this 
story about taking a stand when it was difficult to do so: 

One of our top loan officers was a great guy and well liked by 
everyone at the bank. It came to my attention he would do more than 
one loan per year to quite a few of his customers to both keep them 
from default and to generate new business for himself and the bank. 
What he was doing wasn’t illegal, but it wasn’t right. Sometimes he 
would give three loans to the same customer in one year. I knew this 
wasn’t good for those customers because it enabled them to stay 
current on loans they couldn’t really afford, and it wasn’t good for the 
bank long term even though it generated income for the bank in the 
short term. It also generated commissions for the loan officer. I chose 
to terminate him, and that was hard to do because I liked him 
personally and because people liked him at the bank, but that was the 
right thing to do. 

Ben’s leadership approach also highlights how often the principles of integrity, 
responsibility, and compassion are interrelated. On one occasion, American 
Partners Bank had a job candidate for an underwriting position. Ben really 
wanted to hire her. But she had a young child and wanted the flexibility to work 
from home, so Ben agreed. She quickly became one of the banks’ best 
underwriters. When American Partners Bank was sold, Ben made sure that the 
new owners retained all but two of their employees. After the acquisition, the 
new owners planned to lay off a woman who had just had a baby. Ben knew she 
really needed the income, so he persuaded the new owners to retain her in a 
contracting role for another year. Was Ben demonstrating integrity? 
Responsibility? Compassion? Clearly his behavior demonstrated he was aligned 
with all three principles. 



American Portfolio’s Lon Dolber is another role model for standing up for what 
is right. When clients are unhappy about the results of an investment, it’s 
tempting to heed the lawyers’ advice to “Make it go away.” It’s one thing if a 
broker does something that’s not good for the client. In that case, Lon believes 
the firm should stand by the client and make it right. But most investment losses 
are not the fault of the brokers who sold them. So there are instances when Lon 
believes he must stand up and fight. One time, for example, his firm had a 
sophisticated client who bought an investment that he wanted through a broker 
and the investment went bad, so the client took the firm to arbitration. As Lon 
recalls: 

[He was] an accredited investor and knew the risk, but [he] got an 
aggressive lawyer who was looking to pin it on us. It was absolutely 
not a case of an uninformed investor or a broker misleading an 
investor. Well, we won the case. If I hadn’t won, it would have made 
me rethink the business I’m in. If we could be taken to arbitration for 
everyone who loses money, it would be a loser of a business. So, in 
fighting this, we gained more trust from our brokers and we stood up 
for what’s right, and the employees and the customers all see that. It’s 
smart both ways. 

University of Washington e-commerce professor David Risher recalls this 
incident of standing up for an employee during his tenure as a Microsoft 
executive: 

One day, we were in the middle of a meeting, and my strong-willed 
boss started to beat up on a young, new employee of mine, asking her 
questions she couldn’t possibly have answered because she was so 
new. My boss was a hard person to stand up to, but in this case, I did. 

I remember that it caused a bit of a commotion in the room because 
people couldn’t believe I was standing up to her—she was just that 
strong. When I later went to Amazon.com, my former boss ended up 
working for me. She ended up being a supporter of mine, and I think 
it was because she respected me for having been willing to stand up 
for people. 

Gary Kessler, senior vice president of Human Resources, Administration and 
Corporate Affairs with American Honda Motor Company recalls a time when he 
took a quiet but vital stand. He discovered that a member of his team who was 
also a personal friend had fabricated his academic background. Gary knew that 
he could forgive his friend, and he knew he could keep anyone else from finding 



out what his friend had done. But Gary believed that to ignore his friend’s 
deception would be deceptive on his part. It would devalue the efforts of others 
who were expected to have a certain level of academic training. So he steeled his 
courage and fired his friend. 

Unlike Gary’s admirable private stand, most principled stands must be taken in 
the face of stiff resistance. Don Hall, Jr., is the president and CEO of Hallmark 
Cards. Early in his career, Don headed product development. Don had a fine- 
tuned sense of what customers expected from Hallmark. He steadfastly resisted 
proposals to save on production costs by cheapening their product. To maintain 
customer loyalty, Don insisted that quality, rather than cost, be the company’s 
primary focus. 

Defying conventional wisdom to make a principled stand can be challenging. In 
most organizations, there is a lot of pressure to agree with popular positions. 
People who take unpopular stands can put their career advancement or their 
livelihoods at risk. Acting with integrity means that you accept the risks that 
come with taking a principled stand because the moral consequences of looking 
the other way are unacceptable. Think of the hazards that have resulted when no 
one stood up for what was right—buildings that collapse because of poor 
construction, lives lost because a bridge’s need for repair was ignored, 
bankruptcies caused by predatory lending practices in low-income 
neighborhoods, and the explosion of the space shuttle Challenger after NASA 
executives ignored engineers’ concerns about faulty O-rings. 

Keeping Promises 

Keeping promises is a hallmark of integrity because it demonstrates that we can 
be trusted to do what we say we will do. Keeping promises is a competency 
highly valued in organizational settings, but in our wired 24/7 world, it’s a 
competency many of us have a hard time practicing consistently. We have good 
intentions but may let our ever-expanding to-do list overtake our earlier 
promises. This was the case with Kari Wang (pseudonym), a senior executive in 
a professional services firm, whose career was in jeopardy and whose team was 
delivering inferior results. Kari had lost the respect of her colleagues because of 
her poor track record in keeping her commitments to them. When a high-profile 
project came her way, Kari dug in and took over all the detailed work herself, 
saddling herself with more work than even an overachiever like Kari could 
handle. Kari resisted delegating, rationalizing that she’d be happy to delegate if 
only she could find someone who could do a good enough job. When Kari did 
reluctantly delegate, she routinely forgot to provide all the information needed 



for the work to be done successfully. She changed her mind about priorities 
seemingly every hour and then failed to communicate those changes to her staff. 
Kari was incapable of saying “no”—she agreed to do so many things that she 
inevitably dropped the ball on some important commitments. 

People who knew Kari well did their best to work around her bad habits, 
believing that though her execution was poor, her motives were good. People 
who did not know Kari personally saw only her lapses. They mistrusted her and 
labeled her a liar. Her harshest critics viewed her missteps as deliberate efforts to 
advance her own career by sabotaging others. Fortunately, Kari’s boss proposed 
that she use a leadership coach to help her make the transition from high- 
powered individual performer to leader of others. As a result, Kari came to 
recognize the costs of her actions and developed the disciplined work habits that 
would eventually enable her to rebuild her credibility with her team. 

Keeping promises usually requires assistance from a few emotional 
competencies-the self-awareness to recognize the inconsistency between our 
intentions and actions and the self-control to adopt disciplined work habits that 
enable us to keep our promises. 

Honoring confidences. One of the most frequent promises leaders are asked to 
keep is to preserve the privacy of others. A common complaint about low- 
integrity leaders is that they have failed to keep confidences. Some leaders 
betray confidences with good intentions because they believe that sharing the 
information with someone else will help the person who revealed private 
information. Others wrongly believe that it is acceptable to share confidential 
information about a third party that they trust will not pass the confidential 
information on to others. It’s ironic that some of us expect a third party to keep a 
confidence that we ourselves have betrayed. When you discuss private 
information about another person with anyone, you can assume that it will 
become public —and that the person whose confidence you betrayed will know 
that you were the source. 

When leaders betray confidences, they lose more than the respect of their work 
associates. They also dry up valuable sources of information because their 
employees and colleagues learn to withhold sensitive information from a loose¬ 
lipped leader. 

Leaders who pass on confidential personal information do not suffer as much 
career damage as those who lack other dimensions of integrity. If the leader has 
an otherwise good reputation, people may try to compensate by emphasizing 
forcefully to the leader that certain information must be held in confidence. 



When a well-intentioned leader hears the urgency of the request, he will usually 
get the message. 


Acting on Confidences Without Betraying Them 

If you hear something in confidence that you strongly believe needs to be 
shared with others, ask for permission to share the confidence, or work with 
the person who disclosed the information to find a way to communicate 
about the issue in a protective way. Finally, if you hear something in 
confidence that you have a legal requirement to disclose, inform those who 
provided the information that you have that obligation. 



6. Responsibility 


I think of a hero as someone who understands the degree of responsibility that 

comes with his freedom . 


—Bob Dylan 


We’ve gotten to the point where everybody’s got a right and nobody’s got a 

responsibility. 

—Newton Minow, former chairman of the FCC 


The Responsibility Competencies 

• Taking responsibility for personal choices 

• Admitting mistakes and failures 

• Embracing responsibility for serving others 


The Buck Stops Here. That was the saying on the plaque on President Harry 
Truman’s desk in the Oval Office. He referred to it on several occasions to 
underscore the idea that an American president didn’t have the luxury of passing 
off accountability for decisions to anyone else. That the expression has survived 
for over half a century is testament to the importance of the responsibility 
principle. Needing the reminder is an indication of how difficult it can be to live 
in alignment with the responsibility principle. 

Irresponsibility is nothing new. In biblical lore, the first human excuse followed 
close on the heels of God’s creation of the species: When God caught Adam 
eating the forbidden fruit, Adam promptly claimed, “Eve made me do it.” We 
live in a culture that tolerates a high degree of daily responsibility-dodging, but 
when it gets to the level of, say, widespread corporate scandals, it’s the failures 
of responsibility that upset us most. As one example, until the day he died, 

Enron CEO Ken Lay never admitted that he had any idea former CFO Andrew 
Fastow was manipulating the accounting ledger. Fast forward to the economic 
crisis of the late 2000s. As The Wall Street Journal reported in December 2008: 

For the U.S. securities industry to unravel as spectacularly as it did in 








September, many parities had to pull on many threads. Mortgage 
bankers gave loans to Americans for homes they couldn’t afford. 
Investment houses packaged these loans into complex instruments 
whose risk they didn’t always understand. Ratings agencies often gave 
their seal of approval, investors borrowed heavily to buy, regulators 
missed the warning signs.- 

Despite this seemingly obvious and widespread irresponsibility on the part of 
financial services companies, regulators, politicians, and even consumers, no one 
seems to accept responsibility for the part they played in the worst economic 
crisis since the Great Depression. No one has admitted that they or their 
organizations were at fault in any way. And so far, no one has gone to jail. It 
seems that no one involved in the corporate accounting scandals or the subprime 
mortgage debacle ever heard about the sign on Truman’s desk. Leaders are 
responsible. It comes with the job. We can shirk it, and we can make excuses 
when things get tough, but we do so at our peril. We suffer and so does our 
business. But as challenging as it may be to accept responsibility, the rewards of 
accepting responsibly are great. As with every other moral competency, we do it 
because it’s morally right and then discover that it’s right for our business as 
well. 

Taking Responsibility for Personal Choices 

The hallmark of personal responsibility is our willingness to accept that we are 
accountable for the results of the choices we make. Everything we do follows the 
law of cause and effect. When we cause something to happen, there is an effect, 
usually more than one effect. Some of the consequences of our actions are 
planned; other consequences come as a surprise. Owning personal choice entails 
that we take responsibility for all consequences of our behavior, both anticipated 
effects and unintended consequences. 

Middle managers frequently struggle with the responsibility competency because 
they often feel caught between their responsibility for the people they lead and 
the demands of their senior managers. Frustrated middle managers often 
complain that they have all the responsibility and none of the authority. That 
complaint may be code for “I am not really responsible for my actions because 
my boss made me do it.” 

Responsibility is a radical competency because it requires that we accept 
personal responsibility for everything that we do, even though we each live in a 
complicated world where bosses, family members, and friends all exert pressure 


on us to act in certain ways. Responsibility means no excuses, even though none 
of us is perfect and all of us have good explanations for failing to do what we 
know is right. 

No excuses. Mike Manning (pseudonym) loves golf. Ironically, his passion for 
golf led him to a moral crossroads early in his career. Mike’s goals at one time 
were to be successful in business, be a great golfer, and be a good father. Mike 
was clear about what he needed to do to be successful in his work. He knew 
what he had to do to become a better golfer—he had to get in a certain number 
of rounds per week to improve his game. “The trouble is,” Mike said, “I don’t 
have time to be a good father if I want to do well in business and excel in golf.” 
Someone suggested he kill two birds with one stone by golfing with his kids. 
Mike was scornful. “That wouldn’t work at all,” he complained. “It wouldn’t be 
fun, and it certainly wouldn’t help my game.” But on reflection, Mike came to 
this realization: “Saying I don’t have time to be a good father makes it sound 
like it’s not my responsibility, as though time is at fault. Being a good father is a 
more important goal than being a good golfer. If I want to be a good father, I 
have to make choices about how I spend my time.” At first, Mike thought he 
would have to give up golf, and then he realized that the idea about golfing with 
his kids was a good one. He could enjoy playing golf and let go of the need to 
aggressively improve his game. Mike admitted responsibility for his choice to 
put other goals above his desire to be a good parent. Only when he realized that 
the choice was his could he take steps to be a more responsible father. 

Accepting responsibility for personal choice does not mean mindlessly holding 
to decisions no matter how unproductive they turn out to be. But neither does it 
mean that we have to be sure we have made the perfect choice. Responsibility is 
not about making the perfect choice. Instead, it is about making the choice you 
have made the perfect choice for you. Some leaders make it a priority to find 
work consistent with their moral compass, even if it involves declining 
promotions or passing up tempting external job offers. Jim Thomsen, senior vice 
president of Member Services with Thrivent Financial for Lutherans, says, 

What has kept me with this organization is that I can make a 
difference while honoring my values. Fve had opportunities to make 
more money, and Fve had opportunities that would give me more 
prestige. But values have played a central role in my decision to work 
where I work. 

Other leaders who have been seduced by jobs, with attractive compensation and 
perks, come to feel trapped in roles that might not reflect their most deeply held 
values. They may sense a need for change, but out of a misguided notion of 



responsibility cling to their current position. “I took this job, so I need to see it 
through.” A leader who senses he or she is in the wrong job can demonstrate 
responsibility in one of two ways—help reshape the organization so it is worth 
remaining or have the courage to make a values-driven career change. 

Admitting Mistakes and Failures 

Another important aspect of responsibility includes the willingness to take 
responsibility when things go wrong. Many of us grew up naively assuming that 
when we turned 21, graduated from college, got married, or got our first job, we 
would then be perfect finished products. Others have found that career success 
has enabled them the illusion that they are indeed perfect. The higher you go in 
an organization, the less likely it is that people around you will give you accurate 
feedback, so it becomes easy to forget that you are as flawed as the most junior 
staffer. What’s more, the higher you go in an organization, the easier it is for you 
to confuse power with perfection. So, the best advice to senior managers is, 
“Don’t believe your PR.” The more elevated your organizational status, the more 
important it is for you to actively solicit feedback on your weaknesses. 

Even if you know you are not perfect and even if you realize that you make 
mistakes, it may be frightening to admit it. Some organizational cultures are 
punitive, and the cost of failure can be high. You may worry about losing a raise, 
a promotion, or even a job if your mistake is discovered. The irony is that 
punishing mistakes dampens the risk-taking and experimentation so crucial to 
sustainable business performance. 

If you work in an organization that does not tolerate mistakes, our advice is to 
get out as soon as you can. 

Fortunately, most of us work in organizations that tolerate our mistakes, even if 
they aren’t happy about them. Even more fortunately, admitting mistakes and 
failures can enhance our leadership reputation more often than it damages it. 
Caroline Stockdale, senior vice president and chief talent officer for medical 
technology company Medtronic, can attest to that. As Caroline recalls: 

Earlier in my career, I was two weeks into a new senior job with a 
company. Pm a bit of a data geek and I started looking under the 
covers right away to see what was going on. I discovered we had an 
issue with our own benefits plan for our people. The people working 
on the program were good people but were inexperienced, and I 
discovered a major and potentially very expensive mistake. I went to 
the CEO and shared with him the problem and suggested he had two 



possible courses of action: one, eat a several million dollar mistake 
without passing on the cost of the mistake to the employees; two, go 
back to the employees and tell them you aren’t going to be able to 
honor the commitment you had given them just a couple weeks 
before. He knew and I knew that trust is hard to build and easy to 
break. He chose to eat the expense, and that was the right choice. He 
kept his promise. He did what was right. 

Don MacPherson of Modern Survey can also attest to the positive effects of 
admitting mistakes. “One time, we had prepared a report for the SVPs of a 
Fortune 500 company. We made a mistake in some top line data. We 
inadvertently didn’t include all the survey responses in the results, and it 
seriously distorted the picture. Of course, we realized that if we didn’t tell them 
about our mistake, they would have no way of knowing that the report was 
inaccurate. But we didn’t want them to make decisions based on faulty data, so 
we never debated whether or not to tell them, only how we should go about it. I 
called my client contact, let her know the extent of the problem, and shared what 
I thought we should do to fix the problem. Her reputation was important to her 
and to us, and it was essential that we take 100% of the responsibility for the 
error. We redid the report—of course, at no cost—and we submitted a signed 
memo taking the blame. They are now our best client, and our client contact is 
the same woman, and she is fiercely loyal to us.” 

Admitting personal mistakes helps an organization be healthier in several ways. 
First, admitting that you have screwed up prevents someone else from being 
blamed for your mistake. It’s common in organizational hierarchies for junior 
staff to take the fall for their senior managers, and few things are more 
demoralizing to employees than unfair criticism. Second, admitting mistakes 
creates a bond with other employees who feel that you are more approachable by 
virtue of your admission of fallibility. Finally, admitting mistakes communicates 
a strong message of tolerance to the organization at large. It says, “We all make 
mistakes. We know that mistakes and failures are a part of the road to success. 
We want you to learn from your mistakes, and we hope in the future you will 
make new mistakes and not repeat old ones.” By admitting mistakes and failures, 
you can help create a more risk-tolerant climate that leads to innovation and 
financial success. 

Rick Clevette, now corporate vice president, Human Resources at the Carlson 
Companies, tells a story from his days as an executive in a large Fortune 500 
company. One of the firm’s top business heads was a pillar of a leader, long on 
integrity but a bit short on patience. He had a reputation for being hard on 



people. The training department had brought in Ken Blanchard of “The One 
Minute Manager” fame to talk to hundreds of top and mid-level managers. Ken 
gave his usual entertaining and enlightening stump speech about the importance 
of looking for opportunities to give employees “one minute” of praise. Not long 
after, this leader blew up at a junior manager who was making a presentation. 
The leader soon realized his mistake. He apologized—in writing. He sent a 
memo to the manager and a copy to the training people, asking them to contact 
Ken Blanchard about adding another principle to the “One Minute Manager,”— 
suggesting the need for a “one minute apology.” By apologizing in such a public 
way, this leader not only admitted his own error, but modeled the value of 
admitting mistakes to his whole organization. 

Admitting mistakes makes sense, not only as a moral imperative, but also as a 
practical one. Covering up mistakes takes a lot of time and energy and often 
makes a situation far worse than it need be. Martha Stewart’s conviction and 
prison sentence is a famous example. Stewart was not convicted of insider 
trading but of obstructing justice. When the FBI interviewed her in connection 
with their investigation of insider trading, they concluded she lied about why she 
had sold her ImClone stock. Had she admitted that she sold her stock when she 
heard that ImClone’s CEO was dumping his, she would probably never have 
been charged with a serious crime. 

As important as it is to admit mistakes, it is not a “free pass.” It does not absolve 
you of responsibility for the situation you created or magically undo the harm 
you may have caused. Though most people would understandably prefer to 
avoid mistakes that hurt others, there are times when admitting a mistake creates 
opportunities that would not have existed otherwise. Consider this example of a 
mistake that transformed a contentious work relationship. Faith Shanley 
(pseudonym) was a bright, up-and-coming executive who was frequently on the 
opposite side of issues from her colleague Louis Draper (pseudonym), a 
seasoned executive who had been with their company since its inception. At a 
management meeting both attended, Faith decided she needed to make a stand 
about a proposal she viewed as unethical. She made her point forcefully and, in 
the process, became sarcastic and confrontational with Louis. Faith felt great 
after the meeting, proud that she had said something important and confident 
that her views were well founded. Shortly after, Louis walked into Faith’s office 
and told her he was upset about what she had done in the meeting. In a flash, 
Faith realized that she had been so caught up in standing up for what she thought 
was right, that she was oblivious to the impact of her confrontational style on 
Louis and the rest of the group. Faith promptly apologized to Louis. She 



admitted that she should have come to him privately before the meeting to 
explain her point of view because she knew in advance that there would be a 
conflict with his ideas. Faith was grateful that Louis came directly to her to 
discuss her behavior instead of gossiping behind her back. Louis was impressed 
with Faith’s willingness to admit her mistake. Instead of avoiding each other as 
they had done in the past, Faith and Louis began to meet regularly on the issues 
that affected them, and over time, their once-distant relationship became closer 
and more productive. 

Embracing Responsibility for Serving Others 

We are all responsible for contributing to the well-being of others. Why is 
serving others an essential moral competence? Think back to the biological 
origins of morality. We come into the world programmed to be interdependent. 
We wouldn’t be around today if our earliest human ancestors hadn’t huddled 
together to help their fellow tribes people survive. If we do not work to serve 
others, we fail to act as morally intelligent leaders. Serving others is a great way 
to show integrity and to encourage others to model it—in other words, to lead by 
example. 

Ken Krei, president of the Wealth Management Group of M&I Bank, is a strong 
advocate of the principle of responsibility: 

We all have personal accountability. At M&I we focus on customers, 
shareholders, and community. We have responsibility to our 
employees in terms of their safety and their families. From the 
shareholders perspective, we have to realize that they expect and 
deserve a return. And with the community we have to give back to the 
community’s welfare, to culture and arts, etc. That’s an awesome 
responsibility and I personally take it seriously. Responsibility is a 
pretty awesome part of running a successful business. The customer is 
most important. If we don’t provide good value and products and 
services we’re not doing the job that will win their loyalty and attract 
new customers. 

When Charlie Zelle bought out his family’s troubled transportation business, 
much of his motivation was to be of service to his employees and the 
community. Explaining his distress at the family’s plans to close up shop, he 
added, “I just felt that some kind of moral boundary was being violated— 
perhaps it is the idea that you should consider everyone, not just yourself, in any 
decision.” 
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sense to actively care about the well-being of others. Here’s why: We all value 
personal happiness. We want to be happy even though we know it is a self- 
centered motivation. For most of us, the happiness we seek doesn’t happen in a 
vacuum. Happiness is hard to come by without help from others. Most of us 
need others to help us be happy. 

Gary O’Hagan agrees that service is important, but he thinks that serving others 
serves himself at least as much. “Every time I’ve done something for others, it’s 
given me a better feeling about myself. When I help family or friends or even 
charities, I actually have stopped and asked myself if I’m really serving others or 
if I’m just being selfish.” 

Ignoring the needs of others keeps us from experiencing the genuine pleasure 
that Gary experienced in helping others. The mentality expressed by the 1990s 
bumper sticker, “Whoever dies with the most toys wins,” describes fleeting 
pleasure but not true happiness. For most people, lasting happiness comes from 
activities that give us a sense of meaning and purpose—such as serving others. 
Recent studies on longevity have found that serving as a volunteer with some 
worthwhile organization adds years to our lives (not to mention life to our 
years). 

Accepting responsibility for serving others is also a secret weapon for leaders 
who want to promote high performance among their workforce. To make their 
businesses successful, leaders need committed employees. One of the best ways 
to encourage people to unleash their creative energy in service to their company 
is for their leaders to serve them. Employees don’t need to be coerced into doing 
their best work for your organization. People have an inherent and insatiable 
appetite for personal growth. Left to their own devices, employees will 
spontaneously contribute to your organization as their way of growing and 
succeeding in life. That is why leaders don’t need to impose goals from on high. 
Much of the time and effort companies devote to complicated performance 
management systems is unnecessary. The most efficient way to elicit strong 
financial results is for leaders to serve their employees. When we serve our 
employees, we send them this message: 

I know that what you are capable of producing is far greater than 
what our company needs to succeed. So my opportunity as your 
leader is to serve you as you do what you want to do, which I already 
know goes beyond what I need from you. My goal is to serve your 
needs and help each of you be as successful as you want to be and help 
you get out of life what you want. If I can help you accomplish what 



you want to do, then I know our company will do very well. I don’t 
have to focus on the numbers. I have to focus on you and all our 
people. Then the numbers will be fine. Because together our people 
will perform better than our financial targets require. I know that 
serving you serves the bottom line. 

The retention value of servant leadership. Imagine how your employees will 
respond if you consistently demonstrate that your primary leadership job is to 
help employees accomplish their own goals. They will stay. Because most 
businesses yield more value from experienced employees than new recruits, your 
decision to serve employees will translate into higher levels of knowledge and 
performance. Because you respect your employees’ goals, they will be highly 
motivated to give their best efforts to you and your organization. 

At Ameriprise Financial, managers are encouraged to spend considerable time 
helping financial advisors to develop life goals that include business goals and 
important personal goals. Managers are also expected to find ways to support 
their advisors as they reach for their goals. This approach has resulted in 
excellent retention and bottom-line performance. Because the company can keep 
a high percentage of financial advisors, it generates revenue it would have 
otherwise lost—while at the same time lowering expenses through reduced 
turnover costs. 

Endnote 

1. Susanne Craig, Jeffrey McCracken, Aaron Lucchette, and Kate Kelly, “The 
Weekend that Wall Street Died—Ties that Long United Strongest Firms 
Unraveled as Lehman Sank Toward Failure,” Wall Street Journal, December 
29, 2008. 


7. Compassion and Forgiveness 


If you want others to be happy, practice compassion. If you want to be happy, 

practice compassion. 


—The Dalai Lama 


Forgiveness is almost a selfish act because of its immense benefits to the one 

who forgives. 

—Lawana Blackwell, The Dowry of Miss Lydia Clark 


The Compassion Competency 

• Actively caring about others 


Actively Caring About Others 

When you are a leader, embracing your responsibility to serve others flows into 
compassion. Actively caring about others means that you do things that actively 
support the personal choices of others. Sometimes, it means you care about 
others’ goals as much as they do. At times, you might find yourself taking 
others’ goals more seriously than they feel able to. Mike Woodward, former 
SVP of Amerprise Financial and now a senior advisor at Ducks Unlimited, is a 
conscientious and productive leader but also a private person who, early in his 
career, was reluctant to share his personal goals with his manager. After some 
nudging from his boss, Mike confided, “I really want to spend more time with 
my daughters. I have done a lot of hunting and fishing with my sons, but I 
haven’t spent as much time with my girls, and I’m missing that.” Then, soccer 
season rolled around for one of his daughters who was a strong athlete. Mike had 
arranged his schedule to attend her soccer games. Then, Mike was called to a 
meeting of the top national sales managers to be held in Minneapolis. The 
meeting was running late, and Mike’s boss realized Mike would need to leave 
before the meeting ended if he wanted to see his daughter’s soccer game. But 
Mike wasn’t moving. Mike’s boss interrupted the meeting. “Mike, don’t you 
have a flight to catch?” he asked. “Yeah,” Mike answered, “but the meeting is 
going long.” His boss then demonstrated his support for Mike’s personal goals, 





saying, “Leave now. Go to the airport. Go home and see your daughter’s game.” 

Former president of Ameriprise Financial’s Personal Advisor group Brian Heath, 
a body-builder with a bouncer’s physique, doesn’t look like a compassionate 
type. Appearances to the contrary, he is deeply compassionate. In Brian’s mind, 
compassion isn’t just about taking pity on the helpless. It is about taking 
people’s hopes and dreams seriously and doing what he can to help them achieve 
their aspirations. He sets ambitious goals, but only after he is sure he 
understands what his people hope to accomplish. 

IMG Coaches’ division president Gary O’Hagan also subscribes to the notion 
that compassion means challenging people to do their best, believing that they 
can accomplish their goals, and providing the tools they need to succeed. There 
was a time right after Gary was cut by the New York Jets when he coached 
junior varsity high-school football. There were only 25 teens on his team, and 4 
of them were handicapped. He wasn’t sure what to do. He was afraid his 
handicapped players would get hurt, but they wanted to play badly, so he 
decided that they were going to play. Gary explains, “The handicapped kids 
were offside all the time, but we decided to work on that. With the help of the 
nonhandicapped kids—who were phenomenal—we instituted a special series of 
concentration drills—that by the way had nothing specifically to do with 
football. We put in some penalties for not doing the drills right. We were very 
nurturing, and the coaching staff and the whole team were very compassionate, 
and we converted the handicapped kids’ weakness into a strength. We never 
went offside during a game that whole season. Their progress was incredible. 

The solution was unique, and it allowed everyone to contribute.” 

Jefferson Bus Line’s CEO, Charlie Zelle, points out that compassion doesn’t 
mean ignoring bad behavior—that sometimes the most compassionate thing a 
leader can do is hold an employee accountable for unacceptable behavior. A 
number of years ago, Charlie had a senior manager who began to act like a loose 
cannon. It was a stressful time because the company had to close down a 
division. In a misguided attempt to show compassion for an employee he was 
letting go, the manager started badmouthing the company’s decision during his 
termination discussion with her. Every employee he laid off got a different 
explanation for the layoff. Then, the manager began an affair with someone in 
the corporate office. Other people tried to ignore the manager’s missteps, but 
Charlie knew he had to let him go. If Charlie ignored the manager’s bad 
behavior, it would wreak havoc with the trust other employees had in him and 
the company. 



Three years later, the manager he had fired came back and asked for a half hour 
with Charlie. Turns out, he came to thank Charlie. He had been drinking heavily 
during those last few months with Charlie’s company and getting fired had been 
the wake-up call that prompted his entry into a treatment program. If Charlie had 
kept the manager on board out of misplaced compassion, it might have taken a 
lot longer for him to get the help he needed. Charlie’s reaction? “This said to me, 
you’ve got to do the right thing even if at the moment it feels like the person will 
really hate you.” 

ID Media’s Lynn Fantom has an unusual appreciation for compassion. She 
considers it central to her leadership approach. “I take my model for 
management from my mother. To me, the behavioral model of a mother is 
perfect for management. A mother is compassionate and encouraging and 
forgiving. Think about how a mother behaves when she is helping a young child 
learn to walk. When I became a mother, I became a much better manager.” 

Forgiveness 

The Forgiveness Competencies 

• Letting go of one’s own mistakes 

• Letting go of others’ mistakes 


The two forgiveness competencies are frequently considered “mirror 
competencies,” clearly closely related. It is hard to talk about one without the 
other, but they are not the same skill. Some of us are much better at forgiving 
ourselves than others and vice versa. Many of us are hard on ourselves because 
of perfectionism. We can let go of other’s mistakes but hold on to our own. 
Sometimes, we are our own worst critics. Others of us have an easier time 
forgiving ourselves because we know our own underlying good intentions, 
whereas we may resist forgiving others because we distrust their motives. 
Effective leaders know that letting go of mistakes—their own and others—clears 
the way for better future performance. 

Letting Go of Your Own Mistakes 

The founders of Modern Survey were riding high. They knew they had 
developed a unique technology for providing survey-based business information. 
Right out of the gate, they landed a big contract with a Fortune 500 client and 
had several projects going on at the same time, each with a different contact 
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impressed their clients. They geared up to bid on another project for this 
company. Then co-founder Don MacPherson got an unwelcome call from a key 
contact in the company. They were taking all their business to a competitor and 
wouldn’t even let Modern Survey submit a bid. The problem? Don and his 
partners had assumed that their superior technology was the only thing they 
needed to be successful. Don was responsible for managing the account, and he 
hadn’t spent any time cultivating high-quality relationships with his client 
contacts. They wanted more attentive service, and when they didn’t get it from 
Modern Survey, they went elsewhere. Don says, “My mistake was not taking 
good care of that relationship. We expected the business. We felt entitled to the 
business rather than understanding we have to continually work for the business. 
We’ve never gotten the client back.” 


Don’s partners were upset about the situation, but they didn’t blame Don. Don, 
however, blamed himself. He dwelled on his mistake for almost six months. 
Several years later, he still thinks about it occasionally and gets upset. But only 
by letting go were Don and his partners able to think more clearly about how to 
change their business practices, and those changes have helped the company 
with their other clients. “Now,” says Don, “I make sure I give all my clients the 
kind of service and nurturing that I failed to give the one we lost.” 

Letting go of our mistakes doesn’t mean we have to excuse or explain away 
unacceptable behavior. It is important, after all, to accept responsibility for what 
you did and commit to do better going forward. But we do have to give up the 
negative self-talk that can crowd our brain when we have disappointed 
ourselves. Why? When we are busy talking to ourselves about our frustration, 
anxiety, and guilt, there is no mental space for learning the lessons of our 
mistakes. If we can’t forgive ourselves, we stay stuck; we hold ourselves back 
from fresh experiences and opportunities. 


Brian Heath discovered that the hardest part of letting go of a mistake is first to 
admit that you have made one (the responsibility competency of admitting 
mistakes). When Brian was promoted from a regional VP to the newly created 
Group VP job, he had a stellar track record for developing high-performing sales 
teams. Several months into his new role, his group’s performance had slid below 
the national average. For someone who had never been in that territory, the 
experience was shocking and debilitating. It took him a while to figure out what 
was going wrong. He was frustrated in his job and missed the direct contact he 
used to have with his field sales force. Now, instead of concentrating on 
developing his field team, he was spending a lot of energy developing a new 
piece of the bureaucracy—a mandated coordinating team intended to link him to 



the regional market groups. Finally, Brian had an epiphany, “I was focusing 
more on a method than an outcome. The evidence was there for several months, 
but I couldn’t or wouldn’t see it. It was hard to let go because I was vested in my 
own decision how to go about my new job. Finally, I realized I needed to be 
more courageous at helping advisors and helping clients.” 

In some professions, constant self-forgiveness is the only way to survive. When 
Gary O’Hagan was a young bond trader with Solomon Brothers, he found that if 
he didn’t quickly let go of trading mistakes, he would be immobilized. When he 
made a mistake, he had to let it go, so he’d have the courage to trade another 
day. Gary reminisces, “I recall one day when I was managing the municipal 
bonds trading desk. For some reason, the municipal market was lagging in spite 
of other bond markets doing pretty well. I decided to take more risk and add to 
our position. I didn’t find out until the day was over that Congress was 
considering removing tax exempt status from municipal bonds. I could have and 
should have paused and dug in to find out why the municipals’ prices were 
dropping. Another bond house had done its homework, but I didn’t, and it cost 
the firm a lot of money.” Asked what happened after that, Gary responds, 
“Although we lost a lot of money that day because of my mistake, I was able to 
let it go the next day, and we went on to have a very good year!” 

Letting Go of Others* Mistakes 

There is an apocryphal story about legendary IBM CEO, Thomas Watson. A 
high-potential junior manager reputedly made a mistake that cost IBM $5 
million dollars. Devastated by his error, the junior executive offered his 
resignation, but Watson would not accept it. The young man was confused. “I 
don’t understand,” he told Watson, “I made a terrible mistake. Why on earth 
would you want to keep me?” Watson replied, “I just invested $5 million on 
your learning curve. Why would I want to waste that kind of money?” 

Forgiving others is not only the compassionate thing to do but it’s also essential 
to keep valuable employees engaged and productive. Medtronic’s Chief Talent 
Officer Caroline Stockdale has applied this lesson well: 

Just last week one of my teams was preparing material for a board 
meeting and had made a huge mistake. We had already sent the 
preliminary material to the board with the mistake in it. The head of 
compensation called me and told me about it when he discovered it. I 
have always fostered an environment where people can do that. We 
sent out a correction sheet prior to the meeting. I personally called the 



woman who made the mistake and told her “I’ve got your back.” I 
said, "I have made mistakes, too.” I knew she felt panicked, but I told 
her “We’re going to move on. You’ve been your own harshest critic, 
and you don’t need me to pile [it] on. You will learn from this, and 
you will not make this mistake again.” 

ID Media’s Lynn Fantom also recognizes the business benefits of forgiving 
others: 

Just yesterday I was sitting with a senior employee of mine. We were 
discussing a project where she had failed to supervise effectively. We 
talked about the dynamics of her relationship with people on the 
project. If I had accused her of failing, I’m pretty sure she would have 
become defensive. But on the spot I could see that and forgave her 
and was able to help her think about the relationship she had with 
others. I offered the hypothesis that she was maybe too directive and 
not collaborative enough. I immediately expressed my forgiveness for 
the result and asked her to give that some thought. She knew I cared 
about her. She trusted my input. We all make mistakes, and when we 
admit it we don’t have to accuse and defend. We will move on. She 
will move on. I already know she will handle things differently next 
time. 

The forgiving leader’s perspective. Imagine that I have made a mistake that 
affects you or causes you harm. Forgiving you does not mean that I endorse 
what you have done. In the case of serious harm, it does not mean giving up my 
claim for justice. You are still accountable for what you did. When I forgive you, 
what remains is a belief in your probable good intentions (unless you are a very 
bad person). But when I forgive you, I allow my resentment and anger to recede, 
along with my negative judgments about you that would prevent me from 
considering you as a potential resource. When I forgive you, I continue to 
recognize that you have flaws, but I do not define you completely in terms of 
your flaws. I allow for the possibility that you have strengths that I can draw on 
in the future. 

Without forgiveness, human life is virtually impossible. Intimate relationships 
with friends, family, and co-workers cannot exist without forgiveness. Without 
forgiveness, a leader’s organizational performance is artificially capped. The 
effective leader forms a relationship with followers with forgiveness at its core. 
The forgiving leader’s message to followers is essentially this: 

You might as well know in advance that I will make mistakes, and so 



will you. As your boss, there are times when I won’t be doing my best 
work. There will be days when you’re not in top form, either. If you 
can’t forgive me for not always being your perfect boss, our 
relationship will be ineffective. It will be not only emotionally hurtful, 
but also neither of us will perform as well as we should. If we can 
forgive each other for not being perfect, we will both be able to use 
each other as a valuable resource. We will be able to help each other 
be happy and perform at our best. 

In the previous three chapters, we have talked about the specific moral 
competencies we need to live in alignment with our principles. Taken together, 
our moral competencies are the behavioral glue that binds together all the frames 
of the alignment model. Though we’ve considered them one by one, it’s rare to 
find moral competencies in isolation. The moral competencies overlap because 
the universal principles themselves overlap. It’s hard to imagine someone who 
has integrity but lacks responsibility or someone who has compassion but lacks 
forgiveness. Our moral competencies act synergistically to keep our day-to-day 
actions lined up with who we want to become and what we hope to achieve. We 
each have relative strengths and weaknesses in our moral competencies. The 
more competent we become across the full spectrum of moral competencies, the 
more we will live in alignment. The more aligned we are, the happier we will be, 
and the more productive and successful our organizations will be. 



8. Emotions 


Usually, we know the right thing to do (using our moral compass), and 
frequently, we know how to do the right thing (using our moral competencies). 
What then stops us from doing what we know is right? Moral challenges usually 
provoke highly charged emotions. How can we manage our emotions in a 
positive way? This chapter explores how our emotional intelligence 
competencies can help us reinforce our moral intelligence. By acting together, 
our emotional and moral competencies can enable us to conform more deeply to 
universal human principles and gain greater moral intelligence. 

Recall the potential obstacles to staying in alignment. When destructive 
emotions and moral viruses threaten, our emotional skills help us stay connected 
with our values. There is nothing necessarily moral about emotional 
competencies. But emotional competencies are essential tools for the morally 
smart leader. 

Keith Reinhard, Chairman Emeritus of DDB Worldwide tells this story: 

I can remember being excited when my boss decided that he wanted 
me to be his successor. But there was a hitch. Charlie, the guy 
everyone thought would get the job, figured he had it all wrapped up. 

So my boss decided that he would create a new job for Charlie and 
sell it to him as a promotion, thereby getting him out of the way so I 
could have [a] clear shot for my boss’s job. Then after I got my new 
job, my boss would find a way to get Charlie out of the company. I 
wouldn’t accept it. I told my boss that Charlie had always been 
straight with me and I couldn’t do this to him. I thought it would be 
better for my boss to be straight with Charlie. I even quoted him some 
of his own public statements about integrity. So he was honest with 
Charlie after all, and things worked out fine. 

How tempting it would have been for Keith to let his promotion play out the way 
his boss originally planned. Keith could have stood by quietly while his boss 
cleared the playing field by offering a bogus job to the heir apparent. Keith 
wanted that job, and he knew he could get it without being personally 
responsible for sidelining Charlie. All he had to do was keep his mouth shut. But 
as much as he wanted the job, Keith knew that his personal integrity was at 
stake. So he told his boss that he wouldn’t take the job if it meant treating 
Charlie badly. Some executive power players may not have taken that message 



kindly. But Keith was no fool. He gave his boss a way to deal with Charlie that 
was aligned with values—both his and his boss’s. Keith’s goal of advancement 
could have easily overcome his values had he not tapped into his moral and 
emotional skills to find a morally acceptable way to get promoted. Keith needed 
the moral competencies of acting consistently with values and telling the truth. 
But he also needed the emotional skill of self-awareness to recognize two 
conflicting emotions—both his strong desire for the job and his discomfort about 
how Charlie might be treated. He needed the confidence that he could handle a 
negative reaction from his boss if he challenged him about his treatment of 
Charlie. He needed the interpersonal savvy to convince his boss to deal with 
Charlie in a morally competent manner. 

Self-Awareness 

Every waking moment, we face the world from within an experiential triangle 
of thoughts, emotions, and actions. No matter what is going on, we are always 
thinking, feeling, and doing, and we are doing all those things simultaneously. 

As leaders and decision makers, many of us are more comfortable operating in 
one of those three domains. Some of us are thinking types who tend to rely on 
logic and ideas; others are feeling types who tend to make decisions based on 
emotion, or some are physical types who want to do, to take action, as a way to 
respond to a problem. Research on work styles shows that American business 
leaders tend to be thinking and doing types, rather than feeling types. It’s not that 
business people don’t know they have feelings. It’s just that many feel 
uncomfortable expressing them. Why the discomfort? English-speaking cultures 
place a high value on the products of the cognitive mind. No doubt thoughts are 
powerful. What we think certainly affects how we feel and what we do. But 
emotions are equally powerful. How we feel strongly affects what we think and 
what we do. Fear may paralyze us into inaction; anger may prompt us to strike 
out; optimistic beliefs may give us courage. Life’s experiential triangle is an 
endless loop in which thoughts, feelings, and actions are continuously and 
mutually influencing one another. 

Whether you are aware of your own experiential triangle, people around you see 
the outward behavior that results. What your colleagues notice about you and 
how they interpret what they see have an enormous impact on your work 
relationships, for good or ill. Because those around you can’t read your (thinking 
and feeling) mind, it is easy for them to misunderstand your actions. If you want 
to be an effective leader, you need your colleagues to accurately understand 
what you mean and why you do what you do. Without self-awareness, you will 



remain a mystery to yourself, and you’ll be in the dark about how you come 
across to your colleagues. If you are unaware of your feelings, you are at their 
mercy. Without self-awareness, your capacity for self-correction is extremely 
limited. In Chapter 9. “ Making Moral Decisions. ” you learn a systematic method 
for accessing self-awareness to make optimal moral choices. 

Modern Survey’s Don MacPherson is seething. Earlier today, he was presenting 
a software demonstration to a new client, and the demo didn’t work. “I can be 
very hard on my partners. They are the ones who create what I sell. If something 
goes wrong with the technology, it upsets me. And I’m the one who has to deal 
with the fallout. I handle it professionally with the client, but then I go back to 
my partners and get angry with them.” Don pauses, leans back in his chair, and 
then continues, “I haven’t told my partners yet about the problem today, and 
now that I’m talking about it I’m sure I will handle it better and not blame them. 

I know they’ll get it fixed, and the fact that the demo didn’t work won’t be a big 
deal. Sometimes, the software is complicated and mistakes happen.” 

Don’s story illustrates the power of self-awareness. He recognized that his 
typical pattern when angry about technical problems was to haul off and blame 
his partners. But this time, he reflected on the situation. He became aware of his 
frustration. He had time to put some distance between how he felt and what he 
would do about it. That self-conscious pause—between reaction and action— 
made a big difference. It enabled Don to plan how to talk constructively with his 
partners about the failed demo. He was even able to change his attitude about it: 
Instead of thinking “woe is me” because he had to deal with clients when things 
go wrong, Don could now see technical problems in a way that was both realistic 
and optimistic. That moment of self-awareness will pay dividends in reduced 
personal stress and a smoother relationship with his partners. 

Recognizing feelings. When a moral choice is at stake, self-awareness is 
essential. Recall Keith and his promotion. Keith’s awareness—of his excitement 
about a likely promotion and discomfort about the impact on a trusted colleague 
—was crucial to communicating with his mentor in a way that produced positive 
results. Without awareness, Keith’s desire for advancement might have 
overridden any moral reservations he had. Without sensitivity to the pain his 
colleague would feel at being passed over in a manipulative way, Keith might 
have remained silent. If emotions—Keith’s and Charlie’s—had been factored 
out of the decision process, Keith’s promotion would have played out in a way 
that was morally suspect and likely damaging to Keith’s credibility in his new 
role. All business decisions have wide audiences. Keith and Charlie’s colleagues 
would have known that Charlie had been manipulated. Charlie’s closest 





colleagues probably would have resented Keith, even though he was not directly 
responsible for Charlie’s bad fortune. 

Inner feelings affect the outer world. Awareness of your feelings is also vital 
to your ability to create a positive work climate for your employees. Because 
emotions are contagious, you need to monitor your feelings so that the mood you 
project is a stable one. Leaders accomplish far more when they don’t put their 
people in a position of wondering what kind of mood their leader is going to be 
in each day. If you can save your colleagues the trouble of having to navigate 
around your unexamined emotions, you will liberate more creative energy for 
performance that would otherwise be sapped by your employees’ anxiety. 

Understanding Your Thoughts 

Tune in to your thoughts, and you can realize that you are in constant 
conversation with yourself. Listen in while you head to work: You pass a Lexus 
and think, “I’d love to have a car like that.” You’re stopped at an endless red 
light. When the light changes, you accelerate and someone cuts you off. “What a 
jerk!,” you say to yourself. That constant internal dialogue is often called self¬ 
talk. Whether we are alone, our minds are full of ideas and attitudes that we 
express in the inner language of self-talk. That self-talk, in turn, has a major 
impact on our emotions and our physical state. Thoughts are powerful. We may 
shed tears when we think of a lost parent or smile when we think about our last 
vacation. We did not decide to cry or smile; our physical reaction happened 
spontaneously in response to our thoughts. 

Effective leaders tend to be highly conscious of their internal thoughts. Ed Zore, 
Chairman Emeritus of Northwestern Mutual, is constantly aware of his feelings 
and reactions. “I sometimes have to sort them out from the objective facts 
because my feelings and the facts about a situation can be very different.” 

We need to understand our thoughts so that we can monitor and manage their 
emotional and physical effects. Our thoughts don’t have to be random, and we 
are not at their mercy. As you’ll discover in the next chapter, you can choose 
your thoughts. And when you change your thoughts, everything can change for 
the better. 

Time Out to Tune In: A Self-Awareness Break 

Pick a few times during each day to perform a mental check. Ask yourself: 

• What am I thinking right now? What am I saying to myself? 
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annoyed? 

• What am I doing physically at this moment? How is my breathing? 
Are my jaws clenched? Am I hungry or thirsty? 


Personal Effectiveness 

We don’t cultivate self-awareness for its own sake, but because it provides us the 
data we need to manage ourselves and our emotions. Managing emotions, by the 
way, does not mean trying not to feel, denying hurt, or even necessarily 
concealing strong emotions. We are not meant to be unemotional automatons 
(like Star Trek’s Mr. Spock). It is human to feel uncomfortable emotions. 
Personal effectiveness helps us channel our emotions so that we can spend more 
time living in alignment. The goal is not to increase our emotional awareness 
and emotional skills per se; it is to increase these competencies so we can 
achieve greater alignment and moral intelligence. Personal effectiveness 
encompasses all the skills we use to perform well in the face of strong emotions. 
These include 

• Changing self-defeating beliefs that lead to upsetting emotions 

• Deciding to behave well under trying circumstances 

• Rolling with the punches when things don’t go our way 

• Taking care of ourselves so we can better handle stressful situations 

Deciding What to Think 

If your thoughts are self-critical, you will notice that your emotions are negative, 
your body is tight, and you cannot perform at your best. If you spend a few 
minutes to replace your critical thoughts with statements of realistic confidence 
in yourself, your mood lifts, your body relaxes, and your work performance 
improves. Negative self-talk is a program for failure, whereas positive self-talk 
frees you to do your best. A caveat: We are not advocating that you mindlessly 
allow only positive self-talk or that you ignore fears or failings. There are 
negative thoughts that are realistic and must be confronted seriously. But no 
matter how dire the situation at hand, realistically positive self-talk is the best 
way to get your mind and body ready to perform effectively. If we think we can’t 
mn a marathon, we won’t even try. Now imagine replacing that belief with a 
different thought—“If I train hard, I’ll bet I can finish the marathon.” Our new 
thought makes it far more likely that we will ultimately reach the finish line. 





Why? Because now we have created the motivation we need to get ready for the 
race. 

As you see in Chapter 9. when you are in a morally charged situation, it helps to 
remind yourself of your principles, values, and beliefs. Self-talk about your 
beliefs allows you to counteract disruptive emotions that can drive you out of 
alignment with your moral compass. When Tatums’ Lori Kaiser is troubled or 
searching for direction, she thinks about the three principles that she tries to live 
by: “First, if I don’t speak up, nobody will—don’t assume it will be handled by 
someone else. Second, Winston Churchill said, ‘Never, never, ever give up!’ 

That kind of tenacity is important in business. Third is a quote from existentialist 
philosopher, Albert Camus, ‘In the midst of the darkest day of winter, I find 
within myself the eternal day of summer.’” 

Lori’s practice of mentally recalling her principles is an example of the value of 
deliberately interrupting negative thought processes or feelings. When our minds 
are clear, we are ready to tackle the situation at hand. Then we can ask ourselves, 
“What do I need to think about to deliver what I need? There is a bonus that 
comes with changing our self-talk: When we alter our internal thoughts from 
negative to positive ones, any emotional and physical discomfort we may feel 
usually lessens or goes away entirely. 

Self-Control 

Effective leaders rely on self-control to maintain alignment with principles. Most 
successful leaders know from experience that losing emotional control is bad for 
their self-esteem, their reputations, and their business performance. A healthcare 
executive we’ll call Ellen understands the importance of emotional control. “I’ve 
blown up at someone only twice in my career. In the heat of the moment, I felt 
there was such an injustice, and I felt so ‘in the right’ that I justified my actions. 
But in reality, I violated my moral code—I certainly didn’t treat them the way 
I’d like to be treated. Of course, they were treating me badly too, but that’s no 
excuse. In both cases, it damaged my relationships, and that has had its costs.” 
Asked what she learned, Ellen says, “When I get really angry, I now know to 
say, ‘I need some time to think about this; let’s talk tomorrow.’ I’ve also learned 
when to consult with someone who’s not personally involved before I decide 
what to do.” 

An emotionally intelligent leader knows when not to trust gut reactions. A 
marketing executive says this about self-control: “I conscientiously think about 
exercising self-control over my emotional responses. A few months ago, I had a 



job opening and knew someone in another department would be perfect for that 
spot. I started to recruit him but then got a call from his boss telling me, 'No 
way.’ My first thought was, 'Okay, fine—someday I’ll do the same for you.’ But 
then my self-control kicks in. I know better than to retaliate.” 

Nurturing Emotional Health 

Leaders need emotional reserves to deal effectively with moral challenges. It’s 
hard to manage stressful situations without a baseline level of emotional well¬ 
being. You can’t expect yourself to deal with the demands of leading morally if 
your emotional tank is empty. You can’t expect to influence others to be morally 
competent if they don’t respect the way you live your life. Dan Marvin 
(pseudonym), CEO of a large retailing business, told us this story of a failed 
executive: 

Recently, I had to let go our chief operating officer. He was probably 
the brightest and hardest working human being I’d ever worked with. 

He is the first person I’ve ever told that they worked too much—I’ve 
never been the poster child for personal balance myself. He would 
come in at 9:00 a.m. and leave at 1 in the morning. When he got home, 
his wife would get up and serve him dinner and talk to him for an 
hour and then go back to bed. For the two years he was here, he never 
got to a soccer game or baseball game of his kid. He never did 
anything with his wife. He’d leave early—at 11:00 at night—on 
birthdays and anniversaries. People hated working for him. He’d call 
them at 10:00 at night, and he did nothing to develop them. He lost 
three VPs who worked for him. Though he worked a ton of hours, he 
really didn’t do a good job, and he put his entire family and marriage 
at risk. 

Balance. One of the best emotional nutrients is a balanced life. Balance means 
achieving equilibrium in the amount of time and energy you spend on each of 
the many dimensions of your life. You establish emotional equilibrium by 
allocating personal resources—such as time, energy, and money—to life areas in 
a way that makes sense to you. There is no rule for creating balance. Only you 
can determine how much time and energy you spend on which areas of your life. 
Only you know the right mix of pursuits for each stage of your life. 

Human resources expert Judy Skoglund was the first professional to work part- 
time at the financial services company now known as Ameriprise Financial. Judy 
was a role model for women who saw that she was highly productive because of 



her decision to spend more time with her family, not in spite of it. Today Judy 
works with nonprofits and coaches women on managing their careers. “I don’t 
call it work life balance anymore,” Judy says, “I call it work life happiness. 
People don’t necessarily care about balance; they want to be happy.” 

Women are not the only folks who care about the quality of their whole lives— 
men do, too. Consider the case of Frank, a successful broker who makes more 
than $200,000 per year. Although Frank works hard, he also values family time, 
taking one week off every seven weeks to spend uninterrupted time with his 
family. His schedule was so personally rewarding that he started thinking about 
taking one week off every five weeks. But after planning to reduce his work 
hours, he then launched a new business partnership, a decision that would 
require he keep to his current work schedule. Frank was excited about his new 
business but wondered if he was copping out on his plan to spend even more 
time with his family. We don’t think so. We think he made the decision he did 
because he had already achieved equilibrium. His work and family life were 
balanced in a way that worked both for him and his family. 

Ecolab’s Doug Baker works hard to keep his time expenditures aligned with his 
values. “Family, marriage, career, and community are all important to me. I 
barely have time for those four. So friends get the short end of the stick. I may 
only have three golf games a year that are just for fun with friends. Guys will 
call me and want to go golfing for two days—I’d love to but can’t. I can golf or I 
can see my kids.” 

Despite the importance of creating balance, many managers, and executives in 
particular, do it poorly. Corporations may offer lip service about work/family 
balance, and some companies provide flexible work schedules or family-friendly 
services to enhance retention. But American business leaders rarely recognize 
the positive business benefits of encouraging employees to lead fulfilling and 
balanced lives. If they did, balance-enhancing strategies would be mandatory 
rather than tolerated. 

Companies that support balanced lives among their employees soon discover the 
business benefits. They attract high-performing people who are happy and 
productive in multiple roles. Those content employees produce excellent 
business results independent of how many hours they spend at work. Consider 
American Express, which enjoys an enviable history of strong financial 
performance. The company employs approximately 80,000 people, some of 
whom are undoubtedly workaholics. But the American Express executive team 
doesn’t believe it’s reasonable to base a business model on an assumption that 



most of its employees are workaholics. The company bases its business model 
on the assumption that people care about other aspects of their lives beyond the 
office. The American Express workforce is energized because they know that the 
company they work for recognizes that they have lives and that the company’s 
leaders truly want their total lives to be successful and joyful—and by the way— 
they do want their employees to “work their butts off” when they are at work. 

Recharging your emotional batteries. You are your most precious asset. When 
you prioritize your activities, it’s important to carve out time for yourself. 
Physical fitness, for instance, is a key contributor to emotional health. Aerobic 
exercise triggers the release of brain chemicals associated with feelings of 
pleasure and well-being. Evidence of the emotional importance of exercise is 
that medical research has found that regular aerobic exercise (such as brisk 
walking) is as effective as medication in reducing symptoms of moderate 
depression. Your emotional well-being will be enhanced if you choose activities 
that you enjoy, rather than activities that you do only because you think they are 
good for you. Daily relaxation activities also can contribute significantly to 
emotional and physical well-being. Medical research underscores the benefits of 
planned relaxation—from lowered blood pressure to faster healing and greater 
pain tolerance. Dr. Herbert Benson in his perennial best-selling book The 
Relaxation Response, provides an easy and efficient method for achieving a 
relaxed state.- Just as people need a unique balance in their life endeavors, each 
of us differs in the kind of activities that promote relaxation. Many people find 
deep breathing and meditation to be effective in calming their minds and bodies, 
whereas others may find it maddening to sit down and meditate, preferring a 
yoga class, a massage, or a relaxing after-dinner stroll. The important thing is to 
choose some daily practice that enables you to recharge your body, mind, and 
spirit. 

Managing emotions for peak performance. The self-awareness competencies 
and personal effectiveness competencies discussed here are clearly synergistic. 
Taking charge of your emotions means mustering all your emotional resources 
to manage the competing demands of work and personal life. Most of us will 
never get to a state in which we perform at the absolute peak regardless of how 
we feel. However, the more we practice self-awareness and personal 
effectiveness skills, the more often we can outperform ourselves, and the more 
often we find ourselves conforming our behavior to universal moral principles. 
Rehearsing for emotional challenges is critical to effective performance. You 
cannot control what will happen to you in the course of a day. But you can 
imagine it. You can prepare for it. You can get ready to be successful. As the old 


saying goes, “Good luck happens when preparation meets opportunity. ” Coping 
effectively can keep you from being knocked off course by destructive emotions 
and ensure that your behavior stays in alignment with your goals and beliefs. 

Interpersonal Effectiveness 

Personal effectiveness skills such as deciding what to think and self-control are 
obvious aids to moral competence. We know we need emotional control to do 
the right thing. But why do we need people skills to be morally competent? To 
serve the needs of others, we have to understand them. To be compassionate or 
forgiving, we need to see the world through another’s eyes. Interpersonal 
effectiveness is an indispensable leadership tool. Leaders get little done by 
themselves—they rely almost completely on the energy, strength, and 
commitment of the people who work with them. If we want to influence others, 
we must understand the complex emotional worlds of others and communicate 
to them in ways that satisfy their emotional needs. 

Northwestern Mutual’s Ed Zore knows this as well as anyone, “If you’re 
oblivious about your impact on others you’ll hurt people. So you have to make 
an appropriate response, and that means first being aware of the wake you’re 
leaving.” 

Empathy 

Empathy is a kind of “as if” mental state in which you experience a challenging 
situation through the eyes of another person. It is as though you put on a virtual- 
reality headset that instantly gives you the emotional mindset of another person. 
Empathy is critical to moral competence because it neutralizes destructive 
emotions that can interfere with living in alignment. Take college President 
James Norwell (pseudonym), for example. When James was the VP and Dean of 
another liberal arts college, he found himself in an awkward position. The 
college president at the time had been a highly popular appointment but turned 
out to lack the depth needed to meet the challenges the institution faced. 
Frustrated with his inadequacies, the board of trustees turned to James as a 
sounding board, problem solver, and potential presidential replacement. James 
recalls, “It would have been easy to let the board push the current president aside 
and put me in his job. But I knew how much he was struggling and wanted to do 
well. And because I was able to look at the situation from his point of view, I 
decided to take myself out of consideration so that I couldn’t be used by the 
board in their attempt to resolve his limitations. I had to lay my own ambitions 
aside for him to be treated the way I would like to be treated in that situation.” 



Empathy as a conflict antidote. When we are at odds with others, often the last 
thing we want to do is to consider the situation from their point of view. 
Nevertheless, empathy is a powerful tool for managing conflict in a way that 
produces the best outcomes for you and your adversary. Recall the experiential 
triangle of emotions, thought, and action. If you have been clashing with a work 
associate, you are probably caught up in a high-energy negative emotional state 
that is clouding your thinking. Without empathy, you are limited by your own 
subjective view of reality. If you can see only your side of the conflict, you risk 
lashing out in anger. You may decide you have to win the battle at all costs; you 
may try to retaliate; you may make hurtful accusations—all actions that are 
inconsistent with your moral compass, actions that will also damage your 
reputation as a good leader. 

After you experience a conflict from the perspective of another person, it is then 
possible for you to stay in alignment. With the expanded perspective that 
includes your feelings and the feelings of others, you can think more clearly, and 
the odds that you will make an aligned choice improve dramatically. Your 
ability to help your partner in conflict stay in alignment also improves because 
empathy activates both forgiveness and compassion. If you can imagine how 
someone else feels, you can understand why they acted as they did. With that 
understanding, you are more willing to let go of their mistakes and more 
disposed to help them accomplish their goals. 

Misplaced Compassion 

Empathy for another’s life situation often inspires us to want to help them. It’s 
important to distinguish between understanding another’s world and being 
controlled by another’s needs and preferences. It’s possible to go too far in 
translating our empathy into unproductive caretaking. Pam Moret, senior vice 
president of Strategic Development at Thrivent Financial for Lutherans, 
demonstrates how to be empathetic without compromising your business. When 
two companies merged to form Thrivent, Pam decided to consolidate her 
dispersed workforce into a single location. Some employees were upset by the 
prospect of the move, and though Pam empathized with their feelings, she was 
convinced of the need to locate her group together. Though her empathy didn’t 
change her business decision, it did cause her to engineer softer landings and 
lengthier transitions than many companies offer. 

Listening. Leaders are generally rewarded for being decisive, for taking action, 
for being the experts, and for having something to say. That action orientation 
can make it difficult for leaders to value what may seem like the passive act of 



listening. Hearing may be passive, but listening attentively is an active skill 
requiring concentration and emotional intelligence. Thrivent’s Pam Moret says, 
“Active listening is an unbelievably powerful personal skill. If you signal to 
someone that they’re fourth priority on your list...for example, by canceling one- 
on-ones or doing email while you’re meeting with them...it can really adversely 
affect them and the situation.” To counteract her natural inclination to multitask 
when with others, Pam has established informal contracts with her direct reports 
that commit her to giving them her undivided attention. When she meets with 
them, she tries not to sit behind her desk, look out her window at her secretary, 
or take a quick glance at her computer. That, says Pam, keeps her from hurting 
someone or missing important information. 

Listening attentively is essential to moral competence. Careful listening 
demonstrates respect for the values, beliefs, goals, and emotions of others. 
Listening skillfully also makes empathy possible because it provides the data on 
which compassion and forgiveness are based. Little of the meaning of what is 
said comes from the words themselves. What people really mean when they 
speak is found in their tone of voice and the physical movements (“body 
language”) that accompany their spoken words. That is why active listening is so 
much more important than passively listening to words alone. You can get the 
message if you get the whole message. Suppose you get a call at work that your 
daughter is sick and needs to be picked up from school. As you rush out the 
office, your boss says, “Are you leaving again to pick up your daughter?” 
Stripped of your boss’s tone of voice, the words themselves could represent a 
simple request for clarification. But you heard the way she made that statement. 
Embedded in the words was a point of view. Her tone suggests she thinks you 
are not getting your work done. Listening carefully allows you to form a useful 
hypothesis that your boss is not happy with you. But active listening goes a step 
further. Instead of simply assuming that you have correctly assessed your boss’s 
attitude, you check with your boss about what she meant. If your boss was just 
asking for information, then you can let go of the anxiety that your interpretation 
of her message caused. If she really is annoyed with you, testing your 
assumption gives you and your boss an opportunity to resolve a problem and 
keep you both in alignment. 

Listening to understand the contents of all three frames. Active listening is 
typically used to uncover underlying emotional messages. But listening well can 
provide information about all three frames. It is important to listen in a way that 
allows you to discover others’ values and goals. If you listen only for emotional 
messages, you might be missing clues that can help you stay in alignment, and 



help you to help others to stay in alignment. If you simply listen to another’s 
emotions without understanding their values and goals, you don’t know whether 
they are in alignment. 

Respecting Others 

It’s easy to work with people we like, or whose views match our own. But we all 
must work with some people we don’t enjoy or who express opinions with 
which we disagree. Disrespect is a product of our inability to understand that 
each of us sees only part of what is true or real. We think we have all the facts, 
so when someone disagrees with us, we assume they are wrong. Respect comes 
when we understand that truth has many colors and we can’t see all of them. Our 
view of the world is necessarily incomplete. None of us has perfect seats in the 
theater of life. When we realize that our sight lines are limited, we can then 
respect those who disagree with us—because we then appreciate that their 
opinion is based on seeing what we cannot see. 

Respect is the glue that enables people of different backgrounds, perspectives, 
and habits to work together. Moral leaders know that they can only inspire 
people they respect. Respect is a tricky skill. It goes beyond the easy task of 
appreciating people whose ideas you like or the bogus politeness of “respectfully 
disagreeing” with someone. Respect comes from our deep appreciation of 
another’s ideal self. When we say that we respect someone, what we are actually 
saying is that we connect with the best intentions of that other person. When we 
respect others, we establish a relationship with their ideal self, a positive 
relationship that is independent of our judgments about their current opinions 
and actions. Our respect for their positive intentions becomes the basis for our 
work together. When you respect a co-worker, you open yourself to the 
possibility that your co-worker—who you might not like and who sees the world 
differently—has something important to teach you that can help both of you 
succeed. When you genuinely respect another—when that other person feels 
respected by you—only then is that person open to the possibility that your 
perspective may also have merit. 

It’s not easy to stay connected to the ideal self of an obnoxious or seemingly 
wrong-headed co-worker. But you can keep the channel of respect open if you 
also call on your capacity for empathy and listening. To see what is ideal in 
another’s mind, you have to listen. You need to observe. When you visit a co¬ 
worker’s office, what do you see? What is there, and what is not there? What do 
those family pictures, trophies, or pieces of art tell you about what your co¬ 
worker cares about? You might not agree with their approach to a customer’s 



problem, but your ability to connect with their ideal values allows you to 
negotiate from a position of respect. 

Respecting differences. Imagine that you have hired a team that thinks a lot like 
you do. You like their ideas, and they like yours. Staff meetings are pleasant and 
convivial. Decisions are made quickly, and you are confident in those decisions 
because so many people agree. When you are right, things work out well. But 
because you share the same blind spots with your colleagues, before too long 
you make a big mistake that could have been prevented, or you lose a significant 
business opportunity that could have been identified with more diverse views on 
board. 

Few leaders would deliberately hire their own clones, and most leaders 
intellectually understand the value of diversity. In an emotionally charged 
situation, however, it is tempting to over-rely on the opinions you trust the most 
—yours. That is why you must consciously cultivate an appreciation for others’ 
ideas. You do that by ruthlessly challenging your own views, while aggressively 
looking for the wisdom in others’ ideas. 

By doing this, you can discover that the existence of differences creates great 
opportunities for synergy and gives people who work together the potential to 
accomplish far more than individuals can achieve on their own. 

When financial planning was first coming into its own in the 1980s, most 
financial planners were paid for selling financial products, such as stocks or 
insurance policies. Industry critics had pointed out that commission-based 
financial advisors could be tempted to push certain profitable products, even if 
they were not in their clients’ best interests. Martin Levy (pseudonym), division 
vice president of sales for a growing financial services company, vehemently 
objected to a proposal to charge clients for developing their financial plans. 
Martin thought the financial plan should be a free, relationship-building activity 
that would demonstrate the salesperson’s competence and set the stage for 
subsequent sales of financial products. Only one thing disturbed Martin’s 
argument. Jerry Masters (pseudonym), one of his sales managers, was as vocal 
an advocate of fee-based financial planning as Marty was an opponent. Over 
time, Martin decided, “If Jerry thinks it’s a good idea, I have to find out what he 
sees that I don’t see.” Martin asked Jerry to convince him, and he did. Jerry laid 
out his rationale about the importance of charging for objective advice because 
of the integrity that brings to the equation and the increased confidence that 
customers have in the financial advice they get when they pay for objective 
information. Jerry also pointed out that other disciplines, including medicine, 
have emerged as respected professions because they acquired a body of 



knowledge and were then able to charge for what they knew. Martin was 
convinced. Because he respected Jerry and had learned to listen to divergent 
views, Martin let go of a strong personal bias and cleared the way for a new 
product that led to significant revenues increases in years to come. 

Getting Along with Others 

Because leaders need others to accomplish their goals, they have to get along 
with them. Empathy, listening ability, and respect are hallmarks of individuals 
who get along well with others. Leaders who get along exceptionally well with 
others share four additional qualities: They show genuine interest in other 
people’s lives; they are open and approachable; they are flexible in 
accommodating other’s preferences and needs; and they enjoy the differences 
among us. When people are skilled at getting along with us, we like them. And 
because we like them, we are more apt to view their ideas positively and more 
likely to cooperate with them. So personal likeability is an asset to moral 
competence because when we need to enlist others to help us do the right thing 
—especially when it’s a hard thing to do—people who like us will be more 
motivated to join us. 

Being approachable. Positive personal connections with your co-workers fuel 
highly committed and creative approaches to the work at hand. It might seem 
obvious that good leaders need to be approachable, but it is striking how often 
leaders make themselves inaccessible. Some maintain distance from their 
employees as a matter of personal style. Others may discourage contact 
unintentionally because of work overload. As managers are promoted to higher 
levels, there is a tendency for them to become invisible—they disappear to more 
remote offices or spend most of their time traveling or attending meetings with 
other senior managers. Even when you are in a high-pressure leadership job, it is 
vital to make time to deliberately cultivate warm and approachable relationships 
with others. We’ve all read books advocating the “open door policy” or 
“management by walking around.” These are simple tools that are effective if 
actually applied. 

Being an approachable leader begins with your willingness to share the contents 
of your moral compass—your principles, values, and beliefs. You add to your 
approachability by sharing your personal interests and human foibles. Do you 
play in a rock band on the weekends, sing in a church choir, or fix up vintage 
cars? Sharing your interests and asking about others’ interests sets the stage for 
warm work relationships. 

Being approachable does not mean “telling all.” Each of us has a private zone of 



personal information that should not be shared indiscriminately. Neither does 
approachability require that you become a raving life-of-the-party extrovert. But 
you do need to actively help people feel comfortable around you because your 
approachability is an important element of a positive, highly productive work 
environment. 

Being flexible. People who get along with others don’t get stuck on doing things 
their way. Whether you are a work peer or leader, your success depends on your 
willingness to let others have a say about how work gets done. You also need to 
accept mid-course changes that affect how work gets done. What happens when 
your teammate who was slated to give a big presentation gets laryngitis and asks 
you to fill in at the eleventh hour? How do you handle an employee’s request to 
work at home for the next few weeks? What if your boss asks you to head a 
project that you think the company doesn’t care about? Rolling with the punches 
may not always get you exactly what you want in the moment, but over the long 
term it will cement important work relationships and help you cultivate inventive 
ways to solve inevitable problems. 

Enjoying differences. People who are seen as getting along with others usually 
have a diverse network of people with whom they have positive relationships. 

It’s easy to get along with people we like, but if our network is limited to people 
who are just like us, we will be seen, not as emotionally skilled, but as 
interpersonally biased. 

Appreciating differences goes beyond respecting or valuing the diverse 
perspectives that others bring to the table. It is the capacity to savor those 
differences among us that makes us interesting. People who get along well with 
others don’t merely tolerate differences; rather, they feel enriched by the unique 
personalities and perspectives that people of different backgrounds offer. 

Endnote 

1. Herbert Benson, M.D. with Miriam Z. Klipper, The Relaxation Response, 
HarperTorch, 1976. 


9. Making Moral Decisions 


Today, Roger Arnold is executive vice president and Chief Distribution Officer 
for Wealth Enhancement Group, a financial advisory firm based in Minneapolis 
that serves the Midwest. Roger recalls a dilemma he faced a few years back 
when he had the national responsibility for distribution for products for a large 
financial services company. His top-producing regional manager, whom we’ll 
call Sam, was using a questionable sales technique to boost revenues. Sam’s 
approach wasn’t illegal. Roger wasn’t even certain it was unethical. But deep 
down, Roger just knew that Sam’s technique wasn’t right. It wasn’t in their 
clients’ best interests. So Roger told Sam to stop using his technique. Roger 
thought he’d made it clear that he was serious: “If you do this again, Sam,” 

Roger warned, “I’ll fire you.” 

So Sam did it again. Roger thought briefly about how he should respond. 

I could have kept it a secret and protected Sam, thereby protecting 
my own bonus. But I confronted him and gave him thirty days’ notice. 
And my bonus was indeed negatively affected. It would have been 
easy to wink at Sam’s behavior or turn the other way and act like I 
didn’t know what he was doing. But I knew what the right thing to do 
was, so I did it. And because I was willing to let Sam go despite his 
impressive financial results, I sent a clear message to all the other 
sales leaders across the country that doing what’s best for our clients 
really does matter. 

What allowed Roger to do the right thing—the hard thing—when he knew it 
would cost him personally, and when he could so easily have kept Sam’s sales 
technique a secret? Roger practices the “4 Rs,” a four-step decision-making 
method that overrides our natural tendency to make emotionally driven decisions 
that have moral implications when in the face of strong emotions such as fear or 
excitement. The 4 Rs consist of four steps (or skills): recognize, reflect, reframe, 
and respond. 

Roger uses the 4Rs to keep his excitement about his group’s financial 
performance, and the promise of a hefty bonus from driving a decision that was 
not consistent with his, or his company’s, values. 

In the following section, you see how Roger uses those critical skills, and as you 
proceed through the chapter, you learn how you can develop those same skills. 



now Koger used me 4 ks 

RECOGNIZE all the elements of the situation you are in. Stop whatever you are 
doing to take notice of everything you’re thinking, feeling, and doing related to 
the situation you are in. Pay particular attention to what stimulates your 
thoughts and emotions. 

Roger paid attention to everything he was thinking, feeling, and doing. He 
recognized how stimulated he was by his excitement about the financial results 
that Sam was producing. He also recognized that he was uncomfortable about 
the methods Sam was using to deliver those results. Finally, Roger recognized 
that he was tempted to look the other way and that he felt a conflict between his 
values and the potential for recognition and financial gain he and his group could 
obtain if he allowed Sam to continue doing what he was doing. 

REFLECT on how you are interpreting your situation. What does the big 
picture look like for you? What values are important to you, and how should 
they influence your choices? What biases might influence your understanding of 
the situation you’re considering? 

Roger actively reflected on his situation. He thought about his values, including 
“Doing the right thing,” and his company’s value of doing what was best for the 
customer. He reflected on his potential short-term loss of some of his bonus if he 
were to let Sam go, and weighed that against the long-term opportunities that 
would come from doing the right thing for customers, and sending the right 
messages to other sales leaders about the right way to do business. Roger also 
recognized that he needed to stay clear about what “success” should mean to him 
and his team. Success didn’t mean selling products at all costs, but about being 
financially successful by looking out for the best financial interests of their 
customers. 

REFRAME your ideas about the situation by stating the most positive yet still 
realistic outcome for the decision you need to make. 

Though Roger knew he would personally suffer financially in the short term if 
he terminated Sam, his reflection led him to reframe the situation as “Short-term 
pain. Long-term gain.” 

RESPOND by making a decision consistent with your values and goals and take 
the reality of your current situation into account. 

Roger terminated Sam. He set an example about the kind of culture he expected 
in his organization. And he inspired other sales leaders to be responsible about 
their own groups’ sales practices. 



The 4 Rs of Financial Intelligence 

• RECOGNIZE all the elements of your current situation and how you 
are interpreting (that is, framing) your situation. 

• REFLECT on the big picture and what matters most (your values and 
guiding principles). 

• REFRAME (modify) what you are thinking and how you are 
describing the situation to yourself. 

• RESPOND in a way consistent with your values, goals, and the big 
picture. 


How the 4 Rs Work 

Using the 4 Rs rewires our brains to make values-based decisions in the face of 
strong emotional responses that override rational thinking. Over time, these 
emotionally based responses to life situations become habits. These habits are 
encoded in the brain in the form of neural pathways that increase the likelihood 
that we will respond in the same emotionally driven manner time and time again. 
Fortunately, we’ve also learned that we have the power to change our response 
patterns in ways that allow us to make smarter decisions. The 4 Rs are designed 
to help us develop that power. By practicing the 4 Rs regularly, we create new 
neural pathways in the brain. By doing so, we establish new habits that, over 
time, replace our reflexive emotional responses with deliberate and reflective 
responses that take our values into account. The 4 Rs help retrain our brains in a 
number of ways. 

The 4 Rs interrupt our brain’s default responses to external situations.^ 

When faced with highly stimulating events, our brain’s emotional center 
typically disables our brain’s rational center, thus provoking a fear or anger 
response that Daniel Goleman, author and emotional intelligence pioneer, 
labeled the “amygdala highjack”- Jeffrey Schwartz, noted psychiatrist and 
researcher in the field of neuroplasticity, has conducted research that explains 
the mechanisms underlying an amygdala highjack. According to Schwartz, in the 
process of shutting down our rational center, the amygdala leaves our habit 
center intact.- Our habit center, which activates primitive physiological behavior 
and habitual unthinking responses to events, is now in charge of complicated 
decisions such as those leaders face every day. 

To prevent this chain of events, think of the 4 Rs as hitting the pause button on 
our brain’s programmed responses to highly charged situations. We cannot 




always prevent our brains from kicking up an emotional storm in the face of a 
business challenge or opportunity, but we can, by practicing the 4 Rs, keep our 
emotional brain from hijacking our rational brain and setting our habit center 
free to run the show. And, because of the brain’s capability to develop new 
neurons and new pathways (neuroplasticity), when we hit the play button again, 
whatever we did during the pause contributes to changing our brain’s actions 
going forward. 

The 4 Rs spur the development of new brain pathways that actually change 
the way we process information related to moral decisions. Extensive 
neuroscience research has left no doubt about the brain’s capability to change. 
We can change our brains, but only if we deliberately try. As Jeffrey Schwartz 
explains, “Physical changes in the brain depend for their creation on a mental 
state in the mind—the state called attention.”- That is why the 4 Rs are effective 
in changing our brains—because they force us to pay attention to what we are 
doing. 

When we respond to a leadership challenge or face a key decision, we usually 
react emotionally to stimulation from the outside in. The 4 Rs give us the tools to 
respond to leadership challenges, such as the one Roger Arnold faced from the 
inside out. They change the power balance between the reflexive emotional 
center of our brain (which sacrifices accuracy for speed), and the reflective, 
rational center of our brain (which is more accurate, but not quite as fast). The 4 
Rs give us better access to our rational, thinking brain. But they do more than 
that: The 4 Rs greatly improve the quality of the data upon which we make 
thoughtful decisions. The 4 Rs won’t increase your IQ, but they can help you 
more effectively access the IQ you have, thereby enhancing your decision 
making effectiveness. The 4 Rs also ensure that you make decisions aligned with 
your most important personal values. 

Practice Makes Permanent- 

When practiced regularly, the 4 Rs create a strong foundation for making smart, 
responsible, values-based decisions about any aspect of our personal or 
professional lives. But changing habits requires commitment and persistence. 
Think about the last time you tried to change your behavior. Maybe you decided 
to lose a few pounds, or become more physically active. In each case, the 
process is simple: Maybe it’s a matter of eating less, or eating more fruits and 
vegetables, or signing up for a yoga class, or getting up an hour earlier each day 
to take a walk. Maybe it’s a decision to quit smoking. None of the things we 
need to do to make positive changes are complicated. But they can be hard to do. 


For example, nothing could be simpler—or harder—than not lighting up a 
cigarette. Why? Because our brains are wired to keep doing what we’ve already 
been doing. Similarly, the 4 Rs are both simple and hard. They are not 
complicated, but it can take some effort to make them part of how you live and 
think. You need to decide that you don’t want to be at the mercy of your 
reflexive brain. You need to decide that living in alignment is worth the initial 
discomfort of developing new habits. You need to decide that you want to be 
someone who makes moral choices that benefit you, your company, your loved 
ones, and your community. 

Practicing Recognition 

To manage the emotions that affect your decisions, you must first recognize 
them. That’s easier said than done. Most of us think we’re self-aware. By the 
time we get to be adults, we think we know ourselves well. And most of us like 
to think that we’re objective, even when we’re not. But as we learned from 
Chapter 2. “ Born to Be Moral. ” when it comes to making the best choices, we’re 
simply not aware of how our physiological state may be clouding our thinking. 
So, the first step to greater moral competence is to recognize exactly what you 
are thinking, feeling, and doing when in the throes of a stimulating situation. 

And to recognize your cognitive, emotional, and physical states when you need 
to, you must train yourself in advance. You want to become so skilled at 
recognition that it becomes second nature for you. By practicing the skill of 
recognition, you can transform yourself from a reflexive responder to a reflective 
recognizer. 

Recognition in the Moment: The Experiential Triangle 

All our life experiences fall into one of three categories (see Figure 9.1 ): 

• Cognitive (our thoughts) 

• Emotional (our feelings) 

• Physical (our physiology and our actions) 
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(Manage/Choose) 


Emotions/Feelings 
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Outside 
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These are components ot self-awareness. 

Figure 9.1 The Experiential Triangle 


Think of these three categories of experience as points on a triangle. Thoughts, 
feelings, and actions are interconnected and usually influence one another. For 
example, if I think about someone who punched me yesterday, I am likely to feel 
angry; my heart rate will go up (physiology ) and I may clench my fists ( action ) 
at the thought of what happened. My feelings and actions may even set off a new 
cycle of the experiential triangle, perhaps causing me to think about exacting 
revenge, which in turn stimulates new feelings, and so on. 

Try this to experience the powerful connections between thoughts, emotions, and 
physical responses 

• First close your eyes and identify a memory of something that happened that 
made you angry. 

• Focus your attention on what happened and who was involved, and think 
about that situation for two minutes. 


• After two minutes, open your eyes and recognize what you just experienced 
relative to your thoughts, your emotions, and your physical being. 

What you will notice if you are self-aware is that you thought about what made 
you angry. It usually was a person, and within two minutes you might have 
thought about how that person angered you more than one time, to other 
occurrences when that person angered you. 

You may also have noticed that your emotional state changed. You might have 
become angrv again; or vou might have felt guilt or regret. Your focus on vour 






initial response may change how you feel emotionally within the two minutes. 
You probably also noticed that you were beginning to feel physical tension in 
your shoulders, your heart rate picked up, and your breathing became shallower. 

Everything that happened to you was a result of what you were thinking about. 
As neuroscientist Jeff Schwartz points out, “Focus is power. What you choose to 
focus your attention on has power over your emotional and physical state.” z 
Now, take the exercise to another step: 

• Take a few deep breaths, close your eyes, and for the next two minutes, 
imagine that your brain is a radio receiver and that you have three channels 
permanently programmed into your automatic selections. One channel is the 
gratitude channel. The second channel is the love channel. The third channel 
is the beauty channel. For the next two minutes, turn on one of those 
channels. Depending on the channel you choose, focus completely on what 
you are grateful for, or whom you love deeply, or what beautiful aspects of 
life and your environment you most appreciate, for instance, mountains, 
ocean, desert, and so on. 

• Now open your eyes and recognize what you have experienced. 

If you’re like most people, you notice that your emotional state became much 
more peaceful. You begin to feel love, relaxed, and calm. You might think about 
all the things you are grateful for; or you may discover that you have a deep 
appreciation for certain people or natural settings. What you surely notice is that 
your physiological state changed. Your heart rate and breathing are slower, and 
your face is relaxed. You might even notice a smile come across your face. Once 
again you discover the power of focus, and the surprising amount of control you 
have over what you think and feel. 

These exercises help us understand the importance and power of recognizing our 
experiential triangle. Managing our thoughts, emotions, and physical state is 
central to our ability to make smart, responsible, values-based decisions. 
Therefore, cultivating the art of recognizing our thoughts, feelings, and emotions 
is a crucial skill of moral intelligence. Recognition helps us fully access our 
experiences so that we have information we need to choose our responses to 
events rather than automatically (and often unconsciously) reacting to them. 

Freeze! 

One of the simplest and most powerful ways to cultivate the skill of recognition 
is to practice the Freeze Game.- When you use the Freeze Game, you declare a 
short time out from whatever you happen to be doing in the moment. Imagine 


you’ve just hit the pause button on the DVD of your life. Then ask yourself these 
three questions: 

• What am I thinking right now? 

For example, what am I saying to myself inside my head? Am I thinking 
about a problem at work? A relationship issue? The weather? 

• What am I feeling emotionally? 

Emotions are words, not sentences; for example, I feel sad, excited, angry, or 
frustrated. 

• What am I doing and what is happening with me physically right now? 

For example, am I sitting or standing? Am I smiling or frowning? What’s the 
look on my face? Is my heart racing or calm? Is my breathing pattern normal 
or accelerated? Am I tense or relaxed? 

As you probably noticed, each question is intended to help you become aware of 
one aspect of your experiential triangle of thoughts, feelings, and 
actions/physiological state. Why not try playing the Freeze Game right now? 

When you played the Freeze Game, what did you become aware of that you 
hadn’t noticed before? Your experiential triangle might not be too dramatic at 
this moment. But imagine now your experiential triangle when faced with a 
stimulating situation that could compromise your ability to make values-based 
decisions. Using the Freeze Game enables us to catch flaws in our thinking 
before they can cause us, or the people whom we lead, any harm. 

Recognition is a powerful tool, but only if you use it. If you’re not accustomed 
to taking time out for recognition, it probably won’t occur to you to hit the pause 
button when in the throes of an emotionally charged situation. Your ability to 
call on recognition when you need it depends on your ability to make 
recognition second nature. That takes practice. The more you play the Freeze 
Game, the more natural it will become to check in with yourself to see what 
you’re thinking and feeling and doing. After the Freeze Game is a habit, you are 
that much more likely to use it when you most need to stay in alignment. As you 
regularly play the Freeze Game, you’ll probably begin to notice many other 
benefits in your life. You’ll develop more self-awareness, and that deeper 
understanding of how you really think, feel, and act may translate into more 
positive relationships with family and friends, and even more productive 
behavior at work. 


Recognizing Thinking Patterns 



Our supposedly rational thought processes may not be as objective as we think. 
That’s why it’s useful to pay attention to the ways in which patterns of thought 
affect our actions. Our ability to make smart, responsible, values-based decisions 
is dependent on the way we typically think. One aspect of our thinking patterns 
is especially important to moral decision making: mental biases. Mental biases 
are a form of “self-spin” that fools us into thinking we are logical and objective 
when we actually aren’t. Everyone has mental biases. And they’re not 
necessarily bad. They are shorthand principles that the brain uses to manage the 
thousands of decisions and actions we must take in any given day. For instance, 
we may have a mental bias that “people are trustworthy.” This principle enables 
us to deal with people in an efficient way. By assuming that most people can be 
trusted, we feel fine about answering the door, asking for directions, working on 
a project with a fellow employee, eating food prepared by others, and going to 
sleep at night next to our spouse. Imagine what your life would be like if, every 
time you came into contact with another person, you had to figure out whether 
that person could be trusted. Your daily life would probably collapse under the 
strain of gauging each person’s trustworthiness from scratch. So, for the most 
part, our mental bias that “people are trustworthy” is highly functional—even 
though it’s not completely true. Some people are not trustworthy. Some people 
could harm us, and everyone has had occasional negative experiences with 
untrustworthy people. Mental biases become a problem only when we forget that 
we have them. For example, assuming that people are trustworthy can blind us to 
the warning signs that a particular person may not have our best interests at 
heart. That’s why we need to recognize our mental biases, not so that we can 
eliminate them (an impossible task) but so we can be aware of how they could 
influence the decisions we make. Some common mental biases include the 
following: 

• Overconfidence: As opposed to appropriate self-confidence. 

• Excessive optimism: The bias that can cause us to overestimate how 
frequently we will experience favorable outcomes and underestimate how 
often we will experience less than desirable results. 

• Confirmation bias: A tendency to look for or interpret information in a 
way that confirms what we already think. Confirmation bias also involves 
ignoring information that would contradict what we already think. 

• Familiarity bias: This is a tendency to apply too much weight to 
information with which we have had prior contact. 

When it comes to moral decisions, mental biases operate in various ways; for 



example, mey can cause us 10 ignore imporranr aara, arracn roo mucn imporrance 
to certain data, or encourage us to make decisions based on misguided beliefs 
about ourselves or the situation we’re in. Imagine that you have a tendency to be 
trusting and are excessively optimistic and prone toward confirmation bias. If 
you have a colleague who behaves in an untrustworthy manner, your excessive 
optimism bias may lead you to believe that your colleague is basically a good 
person, and your confirmation bias may cause you to ignore data that your 
colleague should not be trusted. Therefore, you might continue to work with that 
person, exposing you and your organization to potential harm. 

Recognizing Emotional Patterns 

When you play the Freeze Game frequently and consistently, you may begin to 
notice similarities in how you react to everyday situations, positive and negative, 
at home and work. You may begin to see a pattern in your responses to situations 
as varied as being cut off by an aggressive driver, dealing with a difficult co¬ 
worker, tucking your kids in for the night, or facing a huge mound of laundry. 
Recognition of these patterns can further increase your self-awareness about 
common reactions that can trip you up in your decision making and behavior. 

We know that the emotions that cloud our judgment are those that are strongly 
positive or negative. So we can increase our recognition of emotional patterns by 
looking at past experiences that have prompted us to respond with strong 
emotions. You may, for instance, want to ask yourself the recognition questions 
such as During what experiences in my past have I felt happy, excited, hopeful, 
angry, sad, or fearful ? Answering such questions can help you recognize some 
of your most important emotional patterns. 

Practicing Reflection 

Recognition increases your awareness of what you are experiencing in a 
particular moment and of your habitual responses to highly charged emotional 
events. Armed with that crucial information, you are in a much better position to 
practice reflection. 

The primary purpose of reflection is to change the source of stimulation from the 
outside-in to the inside-out. Reflection begins the process of creating an internal 
source of stimulation, one based on your moral principles, personal values, and 
the big picture of your life. Following are three aspects to the practice of 
reflection: 

• Preparing to be reflective. Like any habit, reflection often requires a “cueing 
mechanism” to help us get into the frame of mind required for reflective 
thought. 



• Making reflection a daily habit. As with recognition, your ability to use 
reflection when you need it most requires routine practice. This means 
taking time to be reflective several times a day. 

• Using your reflection skill in any moment when you are being actively 
stimulated by a personal or leadership challenge. 

Preparing Your Mind for Reflection 

Juggling the demands of family, work, and community obligations can leave us 
in a chronic physiological state in which our danger system is always operating 
at some level. That’s why it’s necessary to do something to help us break from 
our routines or detach from the emotions of the moment. Of course, practicing 
recognition is key to clearing the path to reflective thought. We stop action and 
observe what is going on in us. In addition to practicing recognition, a number of 
practices can calm the mind and body, paving the way for a more reflective and 
rational state of mind. Dr. Herbert Benson, founding president of the Mind/Body 
Medical Institute, calls these practices “triggers” because they change our 
physiology in ways that in turn trigger well-being and improved performance. 
Triggering activities include prayer or meditation, listening to your favorite 
music, biking or walking in nature, soaking in a hot tub, or even mundane tasks 
like yard work or dishes. 

Making Reflection a Habit 

When you’re in the grip of a challenging situation, it’s vital to reflect on your 
values, your big picture, and the realities of whatever situation you face. 
Developing the habit of reflection makes it much easier to be reflective when 
you need it most. When those exciting opportunities or scary crises do come 
along, we’ll be programmed to use our values to make the best possible 
decisions. Cultivating the habit of reflection helps us align all our varied daily 
actions with our values and the realities of our lives and the world in which we 
live. 

Reflecting on Values 

In Chapter 3. “ Your Moral Compass. ” you had an opportunity to identify your 
most important values. Reflecting daily on those values is a powerful way to set 
the stage for acting on challenging situations whenever they strike. Choose a 
regular time each day to reflect on your values and your life context. The more 
you practice reflection, the more easily you can call on it when you need it most. 


Exercise: Daily Values Reflection 





Use this technique daily to keep your values top of mind. For each of your 
top five or six values, say the following to yourself: 

• Name the value. For example: “Family.” 

• Use verbs in front of your values to create an action orientation to 
each value. For example: 

• Love your family (directing yourself to put value into action). 

• I choose to love my family (making a choice to live out a value). 

I love my family (reinforcing a desired state by visualizing it as already 
true). 


Reflecting on the Big Picture 

Understanding the big picture of your life creates a context in which you can 
make better decisions. Your big picture includes five major areas of life: 

• Family 

• Goals (business and personal) 

• Finances (business and personal) 

• Health 

• Environment (business and personal) 

Drawing a Picture of Your Big Picture 

This activity can help you create a visual map of your big picture. After you 
completed your big picture, you can display it for a quick reminder of what 
to reflect on when you’re reacting to a challenging situation. 

Materials: A large piece of paper (newsprint or drawing paper) and colored 
markers or crayons. 

Lay your paper on a table or floor. Draw a large circle, and divide the circle 
like a pie into five sections. 

Label each section with the five parts of your big picture: 

• Family 

• Goals 

• Finances 

• Health 





• Environment 

In each section, jot down the most important facts—positive and negative— 
that apply to that part of your life. Repeat this exercise every four months or 
so to stay updated on the realities of your big picture. 


Armed with the reflection skill, we are ready to be reflective in those highly 
charged moments or during those challenging times when a personal or 
leadership situation is causing us either anxiety or excitement. 

Although all four of the Rs are important, reflection is probably the most central 
to our ability to make smart, values-based decisions. Reflection forces us to 
evaluate the reliability of our automatic outside-in responses to situations. 
Building our reflective skill is key to ensuring that the decisions we make are not 
impulsive but are aligned with what we want to accomplish in our lives. And as 
you may have already noticed, after you reflect on what’s most important to you, 
and on the realities of the environment in which you live, it’s almost inevitable 
that you will begin to think differently about the situations you face. Reflection 
can naturally lead to the third R— reframing —a new way to see yourself and 
interpret your reality. Reflection done well and consistently can dramatically 
alter your sense of what is and can be true for you. 

Practicing Reframing 

Our typical way to interpret reality is based on long-standing habit patterns 
burned into our brains. But because of our brain’s plasticity, we can change the 
way we view situations we face. And that’s what reframing is all about: taking 
the results of our reflections—about values, goals, and the big picture—and re¬ 
interpreting whatever situation we are in. 

Every decision we face happens in the context of the attitudes and beliefs we 
have about our situation. That collection of attitudes constitutes our “frame” for 
that situation. And that frame, in turn, powerfully influences the actual decision 
we make. Often, our frames for leadership situations consist of attitudes that get 
in the way of our ability to make smart, responsible, values-based decisions. Say, 
for example, your boss has asked you to withhold information from senior 
management about a mistake your unit has made in manufacturing a product. 
What you say to yourself about this challenging event affects everything you do 
—or don’t do—about it. The economy happens to be bad, and so you frame your 
situation like this: “If I don’t go along with my boss, I’ll lose my job, and I 
won’t get another one.” Of course, there is a chance that could happen, but by 
treating our beliefs about a situation as though they are objective facts, we limit 




our options for responding in a smart, values-based manner. And many of the 
frames we adopt may be unrealistically negative. When we reframe, we adopt a 
perspective about our situation that is realistically optimistic. For instance, we 
may adopt the following frame: “Our company’s code of ethics calls for us to 
admit our unit’s mistakes. There’s a chance I can help my boss see that it’s in 
our best interest to come clean about the manufacturing problem. Even if I can’t 
convince him, he probably won’t fire me. And even if he did fire me, I’ve got a 
good track record and should be able to get another job.” Notice that this frame 
is optimistic but not unrealistic. We know there’s no guarantee that our boss 
won’t fire us if we don’t go along with a deception, but our new perspective 
increases the odds that we will act in ways true to our values. 

The way we reframe a situation virtually dictates how we respond to that 
situation. Reframing sets the stage for making a better decision than we would 
have made had we responded reflexively to our emotions. Dr. Rick Aberman of 
the Lennick Aberman Group came up with a simple way to understand and 
begin to practice reframing. He quotes Winnie the Pooh: “I was going to change 
my shirt but decided to change my mind instead.” Once Winnie reframed, he no 
longer needed to change his shirt. As a leader, you might say to yourself, “I was 
going to scream at my assistant, but I decided to change my mind instead.” 

Responding 

The first three Rs—recognize, reflect, and reframe—are meant to change a 
highly charged emotional state to a calm and productive emotional state that 
supports objective, unbiased thought. That is the state of mind that enables us to 
respond optimally to any challenging situation. Therefore, after we recognize our 
current state—reflected on our values, capabilities, and options—and reframed 
our situation, the next step is the fourth R—to respond with the best possible 
decisions. But it’s not actually a “final” step. Although each of the 4 Rs is 
discussed separately, it’s hard to separate them from one another in practice. 

Each R flows into the next—almost as soon as we recognize our thoughts, 
feelings, and physical state, we begin reflecting on what is going on in and 
around us. Almost as soon as we start reflecting on our values and the big 
picture, we begin to reframe our situation differently. And almost as soon as we 
reframe, we begin to think about how we want to respond. Many of us feel a 
strong desire to respond, that is, to act on those choices as soon as we’ve thought 
about them. 

After we work through the first three Rs, it’s tempting to assume that we are 
automatically ready to make an optimal decision. However, that’s not 



necessarily true. When practiced regularly and thoroughly, the 4 Rs greatly 
increase the odds that we will be in the right cognitive and emotional frame of 
mind for smart decision making. But because we are not perfect, it’s possible to 
use the 4 Rs in an imperfect way. There are two major reasons for putting on the 
brakes before responding: 

First, the 4 Rs do not always produce the optimal cognitive state for making 
challenging decisions. The quality of our ultimate response depends of the 
quality we have brought to each of the previous three Rs: The quality of our 
response depends on the quality of our reframing, which depends on the quality 
of our reflecting, which depends on the quality of our recognizing. At each step 
of the way, it’s possible for us to make cognitive mistakes. As you’ll recall, 
when we stop to recognize, it’s important to notice how mental biases may affect 
our thoughts. Unexamined biases affect the quality of our reflecting and 
therefore the value of the reframing we make in response to our reflecting. And 
if our reframing is not ideal, the options we act on when we respond might not 
be in our best interest or in the best interest of our organization. 

Second, the 4 Rs do not always produce the optimal emotional state for 
making challenging decisions. The 4 Rs are meant to defuse emotions 
stimulated by outside events. However, each of the Rs can itself stimulate other 
emotions that occasionally get in the way of thinking at our best. For example, 
our collaborating writer Dr. Kathy Jordan lost a substantial number of clients in 
the economic downturn that began in the fall of 2008. Initially, she felt panicky 
about the drop in income. She had then reframed her situation as an opportunity 
to shift her career direction. She felt elated about this new opportunity, and in 
high spirits, responded by trying to market her new services, but without a lot of 
success. It took Kathy a few rounds of 4 Rs to recognize that she had become 
caught up in highly charged emotions that had been stimulated, not by outside 
events but as a result of her own reframing. She had unknowingly flipped her 
frame from excessive pessimism to excessive optimism. In effect, Kathy had 
replaced one set of highly charged emotions with another, interfering with the 
quality of her response. Had Kathy taken more time to reflect and spent more 
time analyzing the realities of the downturn, she would have recognized that it 
would be as difficult to find clients for her new services as it was to find clients 
for her original services. Economic conditions were a big picture reality that 
Kathy had to deal with no matter what kind of services she hoped to provide. 

Recycling Before Responding 

As tempting as it is to respond, after you’ve recognized, reflected, and reframed, 



there are times when it makes the most sense to postpone a response— 
postponing a response is frequently the best response. It’s fine to consider how 
we want to respond, but before carrying out a decision, it’s wise to repeat the 
first three Rs at least one more time. Responding naturally flows out of these 
other things, but the key is to keep cycling back among the other three Rs. As 
you prepare to respond, you have to continually keep recognizing what’s going 
on in your mind. Before you act on your choices, it’s essential to make sure you 
have done enough problem solving while reflecting. Look for aspect of your 
situation that you may have missed in your first go-around. For instance, ask 
yourself: “What haven’t I noticed about my situation that I should consider?” or 
“What might be some unintended consequences of the response I am 
considering?” 

As you reflect, it’s also important to go back to recognition to confirm that 
reflecting actually has put you in a calm and productive state for decision 
making. For instance, how energized and how emotional are you as you reflect 
on your values? If you are excessively energized, you should recognize that you 
are still in a difficult situation to access your full faculties. As you think about 
your possible responses, use recognition once again to spot any mental biases. 
Are you looking for something to confirm your judgment? Are you choosing a 
course of action just because it’s easy or familiar to you? 

Finally, before responding, it’s important to recheck your framing. Are you 
realistically positive or unrealistically optimistic in your view of your situation? 
The value of reframing is in seeing things clearly, with a slant toward optimism 
about your ability to deal with your situation. Looking at the situation through 
rose-colored glasses could lead you to consider responses that would be harmful 
to your organization or your personal well-being. 

Now you have all the basic tools you need to be a morally intelligent leader: You 
understand how your brain works; you’re in touch with your values; and you’ve 
learned the key moral and emotional competencies that make great leaders. And 
you have the 4 Rs to help you access those critical moral and emotional 
competencies. In Part III . “ Moral Leadership .” you discover how to put all these 
tools into action as you face the daily challenges of being a moral leader. 
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Part III. Moral Leadership 



10. The Moral Leader 


Dick Harrington served as president and CEO of The Thomson Corporation, a 
global electronic information company, prior to its acquisition by Reuters in 
2008. On September 11, 2001, Dick was in London for a meeting of The 
Thomson Corporation Board of Directors. He was talking on the phone with his 
Connecticut headquarters when he got word of the attack on the World Trade 
Center. Harrington, along with the other members of his executive team in 
London, was thunderstruck. More than 2,200 Thomson employees worked in the 
neighborhood of the World Trade Center, with offices of approximately 200 
employees in the twin towers. It would be days, even weeks, before it knew for 
certain that 11 of its employees had been killed, including one who had been a 
passenger on the plane that struck the North Tower. 

In the early hours following the terrorist attack, nothing was clear. But Dick and 
his team quickly shook off their shock and prioritized: people first, business 
second. They mobilized cell phones and Blackberries to track down missing 
employees. They commandeered limos from Connecticut to pick up employees 
who had escaped uptown or across the river to New Jersey. As they confirmed 
who was missing, they contacted family members, they sent cash and catered 
meals, and they arranged for transportation so that family members of victims 
could be together. 

Beyond that, Dick and his team extended generous benefits to victims’ families 
that they were too modest to publicize. What’s more, even while they attended to 
the needs of victims’ families, they didn’t miss a beat when it came to serving 
their other constituencies—employees, shareholders, and customers across the 
globe. They communicated early and often. They comforted traumatized 
employees. They reassured investors and customers. 

The moral leadership that Harrington exhibited was the norm for him and his 
fellow executives—and it was reciprocated with the same degree of loyalty from 
Thomson’s employees. One employee’s first act after escaping from the World 
Trade Center was to race to the back-up facility in New Jersey. Other employees 
talked their way back into condemned buildings near Ground Zero to rescue 
critical financial data. By September 13, Thomson announced that the financial 
information technology so crucial to Wall Street was up and running. 

Other leaders demonstrated powerful moral leadership in the crucible of the 
2001 attacks. Nine days after the World Trade Center towers collapsed, 



American Express CEO Ken Chenault gathered nearly 5,000 New York 
employees for a meeting at Madison Square Garden. Eleven American Express 
employees had died in one of the towers, and the company’s headquarters across 
the street from the World Trade Center had been seriously damaged. Employees 
were shell-shocked and suffering from the loss of relatives, colleagues, and 
friends in the financial services community. Although business continuation was 
vital, Ken’s first priority was his employees’ well-being. The meeting wasn’t 
about “busting butt” to keep the company on track. Instead, Ken expressed his 
grief about those who died in the attacks and invited his employees to share their 
own feelings of loss and remembrance. He encouraged people to reflect on all 
they were grateful for and to spend time attending to the parts of their lives that 
mean the most. Then he communicated his sense of hope and confidence in the 
face of tragedy. He told the gathering how the company was helping those who 
were affected—employees, customers, and the New York community—in their 
recovery. Ken’s employees didn’t need to be told to work hard. They needed to 
hear that their leaders cared about them. That is what enabled American Express 
employees to move forward in the aftermath of the attacks. 

How did Ken Chenault manage to inspire and comfort his employees at a time 
when he was personally grieving and facing unprecedented threats to his 
business? Ken made hundreds of conscious decisions—and every one of them 
required not just business skills, but moral skills. Though we all need moral 
skills to be effective in our lives, as leaders we have a special responsibility to 
use our moral intelligence to ensure that the people and groups we lead act 
consistently with the principles of integrity, responsibility, compassion, and 
forgiveness. As leaders we have influence and power that we can use to 
communicate the importance of moral skills to the rest of our organizations. 

Not all CEOs affected by 9/11 responded like Dick Harrington or Ken Chenault. 
Some had to consult professional handlers, PR firms, or legal experts before they 
did anything. Some took so long that when they finally did respond with 
compassion for victims’ families, it came across as artificial and forced. 
Harrington and Chenault succeeded where others dropped the ball because they 
both operate from a set of principles, values, and beliefs that factor into every 
business decision they make. The result? Morale and job performance has 
remained consistently high in both companies. Thomson (now Thomson 
Reuters) employees say their company is a place they’re proud to be part of. “No 
matter what my job level,” said one information specialist not long after 9/11, “I 
know that Dick Harrington respects me enough to communicate about 
significant issues. I’m going to stay, and I’m going to recommend Thomson as a 



great place to work.” With the kind of moral leadership that engages its 
workforce to do its best, Thomson Reuters has continued to produce enviable 
returns during both economic recession and recovery. 

Leveraging the spotlight. When you are a leader, you are always on stage. 
Everything you do is scrutinized, analyzed, and interpreted by those around you. 
Celebrities and politicians recognize that visibility is a double-edged sword. On 
the one hand, you can use the spotlight to promote worthy causes. On the other 
hand, it’s nearly impossible to hide bad behavior from the public eye. Sam 
Bronfman, former senior executive with Seagram Company, recalls a time when 
he eviscerated a marketing manager for presenting a merchandising plan that 
Sam thought was ridiculous. “Everyone was shocked. I eventually apologized 
for it—but people still remember the incident. I hope they remember the 
apology, but I think people remember the outburst more.” 

Sam’s incident reminds us that a leader’s high profile requires a particular 
sensitivity to those emotional states (in self and others) that have the strongest 
potential to stimulate either moral alignment or moral breakdown. Greed, 
jealously, envy, hate, and anger can all easily disrupt alignment, whereas 
emotions such as love, compassion, happiness, and joy have a tremendous 
capacity to enhance moral competence. Leaders who consistently display 
negative emotions tend to get involved in negative behavior, and by example 
encourage negative behavior in those around them. Leaders who act out of love, 
who demonstrate respect and regard for people, tend to encourage moral 
competence in others—like the CEO we know who spends $1,500 a month more 
on his commercial cleaning service than he could negotiate with another vendor 
because the woman who owns the cleaning business has been loyal and 
responsible, and he knows that their family relies on that income. 

There is an upside to your visibility as a leader—you can capitalize on it by 
modeling moral skills for others in your organization. To communicate moral 
messages effectively, it might be necessary to stand up for what is right in an 
exaggerated way. In live theater, for instance, actors’ makeup is plastered on 
thick so that their faces can be seen throughout the audience. You as a leader 
may need to “lay it on thick” to make your values clear to all of your audience. 
You may think that it should be obvious to others that certain business tactics are 
wrong and that you would never approve of them. But to avoid saying so is to 
miss an opportunity to underscore the importance of integrity to everyone’s 
success. Harvey Golub, retired chairman of the Board and CEO of American 
Express agrees. “I made it a practice,” Golub says, “to always model the 
behaviors I wanted others to show...I didn’t just hope they observed well, but 



would point out behaviors to make sure they understood.” 

Leveraging power. Power is another leadership asset that you can use to 
influence your organization to adopt moral skills. Leadership and power are 
virtually synonymous, as evidenced in the characterization of leadership as 
“being in power.” A common definition of power is that it is “possession of 
control, authority, or influence over others.” Power, like visibility, is a double- 
edged sword. Certainly, you can use power to accomplish worthy goals through 
others that you could not reach on your own. But there is something about power 
that makes it potentially as dangerous as it can be helpful. Power is addictive. 
Using power activates brain chemicals called endorphins that create a highly 
enjoyable physiological state. Power can provide pleasure much like the 
satisfaction offered by food, sex, or vigorous physical exercise. Most people in 
formal leadership positions value power. But some leaders crave it. It is easy to 
get accustomed to the perks of the leadership role. It feels good to have people 
with less organizational power defer to our ideas and desires, so unlike our 
experience with family members who treat us like the fallible humans we 
actually are. 

Leadership power is not just asserted by the leader—it is given to leaders by 
followers. Followers allow leaders to be powerful. Because leaders have power, 
followers are careful about how they present information to their leaders. 
Research has demonstrated that the higher one goes in an organization, the more 
distorted the information they receive. Followers provide information that they 
believe leaders want to hear and censor information that they fear would upset or 
anger leaders. The more heavy-handed leaders are in their use of power, the 
more distorted the information they are given. But even benevolent leaders who 
are careful in their use of power have trouble establishing accurate 
communication channels because of followers’ strong tendency to defer to the 
leaders’ position power, independent of the leaders’ actual behavior. 

Deference to power affects not only the quality of “hard” business data related to 
financial reports, product quality, and customer attitudes, but deference to power 
also limits the amount and quality of “soft data” available to the leader. When 
leaders make mistakes, it is difficult for followers to tell them so. Many 
organizational cultures discourage interpersonal feedback, even among peers, so 
imagine how reluctant most followers would be to openly criticize the actions of 
someone with greater power. This leaves most senior leaders operating in a 
feedback void. Their accomplishments might be praised, but their personal flaws 
are not brought to their attention. The absence of appropriate negative feedback 
about our leadership behavior can leave us with the mistaken notion that we are 



tar better leaders than we actually are. Without accurate information about the 
business and about our own capacities, we are at risk to making a big mistake 
that can lead to a devastating business outcome. Workaholism can reflect a 
subtle abuse of power. When you insist on doing everything yourself rather than 
delegating work, you deprive others of opportunities for development and their 
own share of power. 

So use power with caution. It’s not a drug you can quit cold turkey. Like food, 
power can’t be eliminated completely from your life. For a formal leader, power 
is inescapable; it comes with the territory. But power, like food, can be used 
carefully to promote health and well-being. You can leverage your power to 
accomplish morally positive goals that also produce higher business 
performance. As a moral leader, you can use power positively by modeling the 
moral skills that keep you in alignment. You also can use your power to 
encourage followers to live in alignment with their own moral compasses. 

Higher standards. When you are highly skilled in all the moral competencies, 
you can use your leadership power and visibility to produce the best business 
results. We do know business leaders who are quite effective despite some gaps 
in their moral competencies. But we have never known a consistently successful 
business leader who was not highly skilled in the integrity and responsibility 
competencies. Many effective and honest senior executives are respected 
because they demonstrate integrity and responsibility, even though they lack 
notable compassion or forgiveness. But leaders who inspire their followers’ best 
efforts are compassionate and forgiving as well. When followers see that such 
leaders actively care about them and are willing to let go of mistakes, they forge 
a bond with their leaders that just doesn’t happen otherwise. 

Why does emotional bonding between follower and leader matter? When leaders 
show compassion and forgiveness, they create a safe emotional environment. In 
this positive climate, followers feel free to be creative because they know their 
leaders will tolerate the inevitable mistakes that come from creative risk-taking. 
When followers believe their leaders care about them, they want to give their 
best efforts to the work at hand. It is as though the integrity and responsibility 
competencies come from the “head,” while the compassion and forgiveness 
competencies come from the “heart.” The most effective moral leaders are those 
who have both the head and the heart fully engaged. 

It is interesting that moral competencies of the “head” are necessary and 
sufficient for a minimal level of leadership effectiveness, but moral 
competencies of the “heart” are not sufficient for effective leadership. Leaders 
could seem to actively care for others (“I feel your pain!”), could forgive 



themselves or others, and be open about mistakes, but if they do not tell the 
truth, don’t keep promises, and don’t act consistently with the values, beliefs, 
and principles of the organization, then they will not be effective leaders. 

Leaders who are known for their compassion and forgiveness, but who lack 
integrity and responsibility are often considered “nice people” but by virtue of 
their lack of integrity do not command the respect and trust required for high 
performance. 

How moral leaders look at followers. So far, we have seen why moral leaders 
need to operate at the top of the moral competence scale. Because of their power 
and visibility, their behavior has a major impact on the behavior of those around 
them. In addition to high proficiency in moral and emotional competencies, the 
most effective leaders operate from a central organizing belief that informs their 
transactions with followers. Everything they do is inspired by a belief in the 
essential goodness of people. It can be summarized as follows: Even though 
people are not perfect, and even though they make mistakes, most people have 
good intentions. This belief is the moral leader’s key to inspiring the best in 
others because your belief that people are essentially good has a profound impact 
on your leadership behavior. Knowing that the person with whom you are 
working has an ideal self (who he would like to be at his best)—and that the 
person would rather be his ideal self than his current flawed real self —allows 
you to practice compassion, forgiveness, and integrity. When you believe in a 
person’s essential goodness, you cannot help but commit yourself to helping him 
become who he most wants to be. 

Belief in the goodness of people is not a “technique.” It is a potent frame of 
reference that, paradoxically, enables you to be as tough as nails in managing 
individual performance. Why? When followers sense your deep belief in their 
ideal selves—their potential to be their best—they are much more receptive to 
your feedback about their mistakes and failures. Similarly, when good 
performers recognize your belief in their ideal selves, they are inspired to give 
even more effort to your shared work. 

Tom Perrine is senior vice president of Enterprise Systems IT with Cardinal 
Health, the largest health-care products distributor in the United States. Tom 
demonstrates his belief in the goodness of people when he says, “Helping others 
create who they want to be is a way of life for me.” Tom adds, “Number-one 
value to me is people matter most, and they deserve to be treated with respect, 
consideration, understanding, and empathy. Do you brighten their light bulbs or 
dim their light bulbs? How are you managing the energy of your people? The 
greatest job of leadership is not personally doing things but helping others do 



things, and managing the energy of the workforce is what it’s all about. If you do 
that well, you can accomplish great things as a company or in the world.” Tom 
also notes the cost of temporarily losing touch with his positive beliefs about 
people. When Tom was chief development officer at Coca-Cola, he was forced 
to make a unilateral decision about an important issue because the team 
responsible was argumentative and uncooperative. Tom thought the resulting 
decision was not as good as it could have been if the team had focused on 
solving the problem instead of fighting with one another. So he convened the 
team and told them what he thought of them. “No one likes to be called on the 
carpet,” recalls Tom, “and I called the group on the carpet. The manner in which 
I delivered the message was culturally unusual at Coca-Cola because people 
there weren’t used to being reprimanded as a group. I didn’t name names, but I 
was clearly angry and upset. After that, many of them decided they couldn’t trust 
that wouldn’t happen again, so for quite a while, they avoided coming to me 
with issues. My comments about their poor teamwork were factually true, but I 
delivered the message in the wrong spirit and mismanaged the energy of the 
group.” 

Developing employees. The moral leader’s approach to performance 
management and development is guided by the leader’s belief in the essential 
goodness of the people who report to him or her. It is an approach that 
encourages employees to live in alignment, releases their positive energy, and 
inspires their best efforts. 

As a moral leader, you hold yourself responsible for helping others stay aligned 
with the ideals that are important to them. How? First, you do so by believing in 
employees’ potential to do wonderful things for themselves and your 
organization. Second, you can use performance discussions to discuss the life 
goals that your employees care about —not just their business goals. Third, hold 
them accountable for meeting all their personal and professional goals. 

When you acknowledge your employees’ whole selves—ideal and real—they 
are energized by your support. Because you care about them and believe in 
them, employees are inspired to give you—and your company—their best 
efforts. Employees do not have to be coerced into performing—over the long 
term, you can’t force people to produce. You cannot create good employees. 

You can only create conditions that spark their talents into a bonfire of 
innovative thought and action. 

Developing employees is the central building block of moral leadership. Why? 
It’s because people development is the way you create a workforce committed to 



the moral principles necessary for the sustained success of your organization. 
When moral leaders invest in employees’ development, they goes beyond the 
typical focus on technical skills and behaviors that produce short-term corporate 
results. Development plans that lead to lasting business performance are 
comprehensive—they include actions that help employees realize not just 
business goals but also all their important personal and professional aspirations. 
An effective development plan is not the sole responsibility of your employees 
—it is a shared plan for the employees’ growth to which both you and you 
employees are committed. You and your employees collaborate to achieve goals 
that are important to the employees and at the same time are intended to produce 
desirable organizational results. 

Leaders who accept responsibility for helping employees achieve their 
development goals spend substantial amounts of time coaching employees. 
Leaders who are too busy meeting among themselves to spend time helping 
employees grow miss golden opportunities for better business results. Investing 
time in developing employees may seem daunting, but the payoff is exponential. 
Every hour we spend coaching employees translates into countless hours of 
enhanced performance. 

Each element of a performance development discussion—communicating belief 
in the employee, reciprocal disclosure of beliefs and goals, contracting for 
mutual feedback, and mutual accountability—should be discussed and 
negotiated with every employee for whom you are responsible. If you are a 
leader responsible for a large organization, it is important to ask all supervisors 
in your organization to use this approach with their direct reports. 

Communicating belief in the employee. Actions may speak louder than words, 
but communicating a belief in the goodness of the follower needs to be actively 
spoken as well. In reality, most of us are starved for affirmation. We appreciate 
any genuine communication of caring. The effective leader affirms employees 
most powerfully by acknowledging their strengths. Verbal references to the 
employees’ accomplishments and abilities reinforce the notion that the leader 
believes in the employee’s best self. Beyond acknowledgment of strengths, the 
leader should look for opportunities to state directly, “I believe in you. I know 
that you are capable of even more than you have already achieved.” In our hard- 
nosed Western business culture, such a message may sound saccharine. When an 
employee makes a serious mistake, however, stating your belief in that 
employee’s ideal self helps him or her deal more productively with the fallout of 
his or her real self failure. Even when employees under-perform, the wise moral 
leader concentrates primarily on how to improve performance by leveraging 



their strengths. Emphasizing an employee’s weaknesses is rarely useful, as 
London Business School Professor Nigel Nicholson, reminds us: 

... emotions can never be fully suppressed. That is why, for instance, 
even the most sensible employees cannot seem to receive feedback in 
the constructive vein in which it is often given. Because of the primacy 
of emotions, people hear bad news first and loudest. 

Managers should not assume they can balance positive and negative 
messages. The negatives have by far the greater power and can wipe 
out in one stroke all the build up-credit of positive messages. In fact, 
because of the primacy of emotions, perhaps the most discouraging 
and potentially dangerous thing you can do is to tell someone he or 
she failed. Be careful, then, of who you put in charge of appraisal 
systems in your organization. These managers must be sensitive to the 
emotional minefields that all negative messages must navigate.- 

Reciprocal disclosure of the manager’s and employee’s respective moral 
compass and goals. Sharing your beliefs and goals and inviting your employee 
to do the same provides the basis for both to support the other’s actions. You 
may want to introduce this idea to your employee by saying something like this: 

To be a good manager, I need to know where I am and disclose that to 
you. I also need to know where you are at, and our shared knowledge 
of each other will give us the foundation for a trusting relationship. 

Begin by sharing the principles, values, and beliefs that form your moral 
compass because many employees will not have had a previous experience with 
a superior who asked for this kind of information. Your willingness to disclose 
personal beliefs will usually minimize any discomfort on the part of your 
employee. But you also should make it clear that your disclosure of beliefs and 
goals is not a formality. You are sharing your beliefs and goals because you also 
want help from your employee. You can tell your employee that you hope that 
together you can be enablers of each other. After you have discussed your own 
beliefs and goals, your dialogue as manager might sound something like this: 

My job as your boss is to help you develop the necessary habits and 
routines that will help you achieve your goals while honoring your 
principles and beliefs. I start with a belief in you, but if we are going 
to work together closely, I need to do more than imagine greatness in 
you. I want to know what you really want your life to be about—the 
things that really matter to you. What roles do you play, and how 


good do you want to be at each of them? 

Contracting for feedback. Managers often assume that they have a unilateral 
right to dispense feedback by virtue of their position. Unsolicited feedback is 
neither welcome nor effective. Managers are often frustrated to discover that 
negative feedback frequently results in further performance deterioration rather 
than improvement. This performance drop is caused by the negative emotions 
that uninvited feedback causes. Employees who receive unsolicited negative 
feedback feel unappreciated, misunderstood, and powerless. These are 
destructive emotions that cause further breakdown, not alignment. In contrast, 
critical feedback solicited in an environment in which the employee feels 
empowered is likely to enhance performance. The manager should seek 
permission to offer feedback and to solicit feedback from the employee about the 
manager’s own performance. Seeking permission to give feedback and asking 
for feedback levels the emotional playing field for the employee. Because 
receiving feedback is part of a contract and because the employee has the 
opportunity to provide feedback to the manager, the employee feels empowered 
rather than ashamed. If the manager has been successful in communicating deep 
caring and belief in the employee, the employee can calibrate the negative aspect 
of the feedback in the context of feeling positively valued by the manager. 
Finally, if the manager can characterize the feedback as an opportunity to help 
the employee accomplish important personal or professional goals, the employee 
will see the feedback as a performance aid rather than an attack. 

In contracting for mutual feedback, you might want to say something like this: 

I know we will both make a bunch of mistakes. I want us to agree to 
help correct each other. I’m going to mess up. Would you be willing to 
let me know when you see me making a mistake? 

Now who would not agree to that? When you have your employee’s agreement, 
you may then ask this: 

If there are times when your performance is not consistent with the 
goals you have shared with me, may I let you know about that? 

Now you have set the stage for discussing performance problems in the context 
of goals that are important to your employee. 

Mutual accountability. Contracting for feedback sets the stage for confronting 
performance gaps that will inevitably arise. Because you have invited your 
employees to call you on your own behavior, the way you respond to their first 
attempt will affect the quality of the relationships going forward. In short, you 



need to make it easy for your employees to offer feedback in the future, by 
responding well to their feedback. Responding well to employee feedback does 
not necessarily mean that you agree and instantly change your behavior. It does 
require at a minimum that you actively listen to their feedback, play it back to 
ensure that your employees know they have been heard, tell them how you plan 
to respond (even if you plan simply to think about it), and thank them for the 
respect they showed you by offering their feedback. 

When you need to give negative feedback to your employees, it is important to 
reinforce the context of your belief in them. You might say something like this: 

Based on everything you’ve shared with me, I know you want to be 
great at the work you do. I’m sure that you are aware that [your 
performance in this area] has not been good, and we need to focus on 
these few areas to help you reach the goals you agreed were important 
to you. 

Performance Problems 

Focusing on others’ strengths and goodness does not mean that the moral leader 
ignores performance deficits. On the contrary, it is exactly that focus on others’ 
ideal selves and the respect created by reciprocal disclosure of beliefs and 
mutual feedback that establishes an emotional bond between the manager and 
employees. That bond, in turn, enables a manager to be extremely tough in 
tackling performance issues. 

When values collide. Caring for people and believing in their essential goodness 
does not necessarily make your leadership job easy. Perhaps the most daunting 
challenge moral leaders face is how to manage individual performance in a way 
that reconciles competing commitments to their people and their organizations. 
Jim Thomsen of Thrivent Financial for Lutherans understands the challenge 
well. Jim recalls how he dealt with the performance of a direct report who was 
also a close friend, “I should have decided to get him out of his job much earlier 
than I did. My personal relationships with the people I work with tend to be very 
strong. So it took me six months after I had made the decision to act on it. I tried 
to help him see that he was in the wrong job, but he never came to that 
conclusion. My decision to let him go damaged our friendship, but letting him 
stay would have had negative consequences for the organization. People who 
weren’t close to this person thought it was about time we held an executive 
accountable for under-performing. For those loyal to him, I became the ‘evil 
empire.’ Emotionally, it was very hard. Out of integrity and responsibility I had 



to act, but I also had to be compassionate.” 

Moral leadership and management techniques. Believing in the goodness of 
people and managing employee performance consistent with that belief does not 
imply abandoning any of the leadership tools you may have found useful in the 
past. Most organizations provide leadership training and other resources that 
enhance their effectiveness in the day-to-day management of work and people. 
Other leadership techniques work best when you begin with your employees’ 
ideal selves in mind, focus at least as much on their strengths as their 
weaknesses, and invite them to help you improve your personal performance just 
as you are trying to help them improve theirs. Any leadership technique will be 
that much more effective when you genuinely care about and believe in your 
employees and their potential. Leadership tools applied in the absence of caring 
and belief in others often backfire because employees may experience them as 
mechanistic or manipulative. On the other hand, leadership techniques infused 
with the spirit of caring tend to work very well, even when not perfectly applied. 

Endnote 

1. Nigel Nicholson. “How Hardwired Is Human Behavior,” Harvard Business 
Review, July 1998. 


11. Leading Large Organizations 


The Fabric of Values 

It was a blazing summer day outside the conference room in Sedona, where 
American Express executive Brenda Blake and her former colleague Dave 
Edwards gathered their two teams of international managers. Brenda stepped to 
the podium to roll out the company’s two new corporate values. Amex had long 
espoused six values; now it had eight. For the past two weeks, Brenda had been 
pondering how to make the values memorable so that people would be more 
likely to practice them. 

She decided to group the values into three categories—moral values, social 
values, and business values. Pushing aside her concerns about how her audience 
would react, she reminded them that success depends on a clear sense of what 
American Express stands for. She explained how values drive both business 
practices and business results. Then, before launching into the new values, she 
put one more PowerPoint slide up on the screen. It said this: 

If you don’t subscribe to Amex’s moral values, you probably 
shouldn’t work here. 

In making that claim, Brenda was out on a limb. It certainly wasn’t a politically 
correct thing to say. No one had authorized her to say it. She hadn’t even 
reviewed it with her superiors. 

Indeed, it was only following the meeting in Sedona that Brenda emailed the 
presentation material to her boss. It would be two weeks before she found out his 
reaction. Over dinner, the night before she was to repeat her presentation to a 
group in London, he approvingly quoted the new mantra back to her: “Ifyou 
don’t subscribe to Amex’s moral values, you probably shouldn ’t work here. ” 

It turns out that Brenda, one of 25 designated “culture champions” at American 
Express, needn’t have worried about her presentation. Employees at every level 
say that when she talks about the three sets of values—moral, social, and 
business—they immediately “get it.” No one blinks an eye at the mention of 
moral values. The only question asked by some is how to reconcile conflicts 
between a new business value, “the will to win,” and the longstanding value of 
“integrity.” The Amex answer comes easily: Amex will win with integrity. It is 
not winning at any cost. If there is a conflict, integrity comes first. So far, 
though, the conflict has not come. Any senior manager at Amex will insist they 



can win in their markets without sacrificing an inch of their other values. 

Brenda Blake’s presentation captured lesson one about moral leadership of any 
large organization: Effective leadership depends upon the successful integration 
of moral, social, and business values. You cannot just be a moral leader, even as 
you cannot just be a strategic leader. The values that drive an organization do not 
work in isolation. Choices about moral values are an intrinsic part of the cultural 
fabric of every organization. Ask great business leaders about their values and 
you will inevitably hear them mix “integrity” in the same breath as “beating the 
competition” and “quality” along with “giving back to the community” and with 
“honesty.” 

Is There Such a Thing as a Morally Intelligent 
Organization? 

In the last chapter, you considered the concept that the major task of moral 
leadership is to bring all of an organization’s values to life so that employees can 
connect to them personally and understand how to translate those values into 
action. With that goal in mind, every aspiring leader will at some time ask, “Is it 
my job to influence individuals or groups? Does one lead organizations, or does 
one lead people? Is it even possible to talk sensibly about a morally intelligent 
organization?” 

A morally intelligent organization is one whose culture is infused with 
worthwhile values and whose members consistently act in ways aligned with 
those values. A morally intelligent organization’s major characteristic is that it is 
populated with morally intelligent people. After all, if you put enough morally 
intelligent people in one place, the culture will eventually catch on. But moral 
leaders realize that their job goes beyond simply hiring others who act in a 
certain way, just as a morally intelligent organization is more than the sum of its 
individual members. Moral leaders accelerate and enhance high performance by 
actively encouraging everyone in the organization to apply their moral principles 
to their individual actions while also creating organization-wide policies, 
practices, and reward systems based on moral values. 

The Morally Intelligent Organization—An Aerial 
View 

PBS periodically airs a program on Italy that consists of nothing more than 
exquisite video of the Italian countryside shot from a helicopter. No sound track, 



no plot, just moving pictures of mountains, valleys, and water as the camera 
followed the curves of landscape from north to south. Unlike the normal tourist’s 
eye view, the video shot from high above the terrain gives a context for 
understanding the character of the country in a way that would be impossible 
from the ground. 

If we had an aerial view of the ultimate morally intelligent organization, what 
would we see? First, we would not see people being simply moral, or simply 
social, or simply focused on the technical aspects of their work. We would see 
moral values lived out in their “natural habitat,” interwoven with other social 
and business values important to a successful large enterprise. We would see 
leaders who believe that some shared human moral values apply to humankind 
all over the world and therefore apply both at work and outside of work. We 
would notice leaders who speak passionately about their beliefs and the values 
that their company stands for. We would also notice that the leaders are as 
morally competent as they are strategically gifted. 

As we rise higher, so that we can see the entire organization, we would see job 
candidates scrutinized to ensure that their beliefs and values are consistent with 
the beliefs and values the company upholds. We would see employees given 
opportunities to develop competencies that translate values into action. We 
would see people solving problems and making decisions in ways consistent 
with the organization’s values. We would see managers at all levels sharing their 
personal values and goals and inviting their peers and employees to hold them 
accountable to those values and goals. We would watch as employees go the 
extra mile for their leaders and their company because they feel respected and 
trusted by their leaders. We would observe employees rewarded, not for being 
workaholics, but for results. We would see employees who deliver superior 
results, while reserving adequate time for their families, community service, or 
other passionate interests. If we look closely, we can even see people make 
mistakes. We can also see that mistakes are usually treated as normal byproducts 
of innovation and growth and that people are given a chance to correct them and 
move on without being negatively branded. 

Higher yet, we would see an organization that does not abandon its values when 
the economy sours, or a disruptive technology threatens, or a natural disaster 
strikes. We would see a company that has a long track record of profitable 
growth. We would see the organization dedicate a certain amount of its 
resources to helping others in the larger communities where it is located. 

If our vantage point were high enough, we would see in the global organization 
the intertwined threads of moral, social, and business values reaching across 



countries and continents to join together people of different languages, social 
customs, and traditions in pursuit of a shared dream of individual and 
professional performance. 

Morally Intelligent Policies 

McKinsey co-founder, Marvin Bower, i observed that virtually every successful 
company codifies its culture, rather than letting it grow through an inevitable 
self-molding process. Many effective leaders have discovered the wisdom of this 
advice. A senior management team of a defense laboratory attended a session on 
managing conflict during an especially stressful period of organizational change. 
Its workshop leader suggested that one way to prevent conflict in organizations 
was to develop a “social contract”—a code of behavior that everyone in the 
organization would agree to. The management team thought that was a good 
idea. It asked its employees to get together in small groups and talk about what 
should be in the “social work contract.” 

Managers admit they were somewhat apprehensive. Most of the laboratory’s 
employees had worked there for decades. They had seen management fads come 
and go. Would they be cynical about the idea of a social work contract? But 
when the groups met, it was thoughtful and engaged. When it came time to 
merge the results of the small groups into a social work contract for the whole 
laboratory, the managers were surprised and relieved to see that the small 
groups’ proposals were remarkably similar. 

They didn’t call it a statement of moral values, but what they developed was 
clearly a shared moral guidance system. With the support of their leaders, they 
did the collective work of codifying how they wanted to be treated and how they 
believed they should treat one another. Many months later, it is clear that the 
words still mean something to this group. Employees display copies of the 
contract in their cubicles and on corridor walls—reminders of how they want to 
be at their best. In a year of massive change and unremitting workload, when 
people are overtired and tempers could easily unravel, there have been no 
meltdowns. The people in the laboratory have kept their act together. The social 
work contract has been a powerful influence on the laboratory’s capability to 
weather the organizational changes that continue to surround them. 

The Principles That Matter Most 

Earlier, we described the universal principles we believe are key to leadership 
effectiveness—integrity, responsibility, compassion, and forgiveness. These 
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whose values reflect these principles are the most likely to be successful over the 
long term. Companies that embed these principles into their cultures succeed 
because they keep more than their fair share of the world’s most talented 
employees. These are the principles that resonate strongly with employees so 
that they want to stay and are inspired to give their best efforts to the 
organization. But if integrity, responsibility, compassion, and forgiveness are 
absent from the life of an organization, there is dissonance between what the 
organization stands for and its employees’ hopes and beliefs. If employees’ 
moral compasses don’t line up with a company’s code of conduct, it is unlikely 
that they will give the company their best. 

Cultivating Organizational Integrity 

Companies should assign four to eight values as their “core values”—including 
among them the principle of integrity. Based on these core values, organizations 
can use three key strategies that promote and demonstrate integrity. The first is 
for senior management to plot a communications strategy in which it engages 
with its employees and the public at large to identify and promote its 
organization’s values. Ideally, the CEO leads this strategy: She should talk about 
the company’s values—the core of the corporate culture—at every possible 
opportunity. 

Second, the senior team needs to practice what it preaches and enforce 
adherence to the company’s declared values. Managers in many companies fail 
in this regard. They may not be guilty of fraud or terrible dishonesty but of a 
common white lie: It is common for managers to give annual performance 
reviews that fail to confront poor performance or behavior not aligned with core 
values. We’ve all heard stories of companies giving someone a bonus on Friday 
for “outstanding performance” and then firing them on Monday, but this 
behavior pattern has a high cost: Everyone in the company can see that their 
management does not practice integrity or really believe in it. 

The third strategy is for senior management to invite their workforce to hold 
them accountable. An example of how to establish accountability is to set up a 
Leadership Alignment Task Force, a group of no more than 12 people from all 
layers of the organization—from Joe in the mail room to Debbie, a marketing 
director, or Sam, the head of production—to join this task force on a volunteer 
basis. The task force is charged with giving the CEO and the senior team an 
annual “alignment review.” During the alignment review, the task force offers 
feedback from their workforce on their perceptions of how well the CEO’s and 
spninr mpnapprs’ hphavinr is plianpd with thp nrapni/ptinn’s vpIups 



Alternatively, companies can use intranets to collect confidential feedback from 
their workforce on senior management practices and their integrity. 

Integrity produces substantial rewards for organizations who embrace it. All 
stakeholders—employees, vendors, investors, and business partners—prefer 
doing business with organizations that have strong integrity. It is simply easier to 
engage with an organization that is honest, that states its mission and values, and 
does not diverge from them. It’s common sense: Organizations that attract 
employees and customers by virtue of their integrity are likely to be highly 
successful in the long run. 

The Responsible Organization 

There are two hallmarks of the responsible organization. First, it embraces its 
responsibility for being of service to others. Second, it acknowledges mistakes 
and failures. With respect to serving others, there are two levels of service. The 
first level of responsibility is that the organization provides worthwhile products 
or services. This does not mean that your organization is only a responsible one 
if it invents the cure for the common cold. It is, however, important that your 
organization has a socially worthwhile mission. 

Hormel Foods is a company that takes its responsibility for being of service 
seriously. Hormel Foods stockholders have had a lot to celebrate lately, with 
record sales, earnings, and stock prices in 2010. And there is no question that 
Hormel is one of the great American companies, having been named to Forbes 
magazine’s 400 Best Big Companies List for ten consecutive years. But one of 
the things CEO Jeff Ettinger is most proud of is Hormel’s longstanding 
commitment to serve others. Following the hurricane disaster in 2005, Hormel 
Foods donated food and money and encouraged employees and retirees to get 
involved and help with the recovery efforts. Now Hormel is focusing on 
combating hunger in developing countries. As Jeff explains 

We’ve been active in giving back to the community for years, doing 
pro bono work and making contributions to relief efforts. But about 
two years ago we launched a project to create a new protein item, 
SPAMMY, designed to overcome malnutrition. Right now we are 
focused on relieving hunger in Guatemala, where we are partnering 
with Food for the Poor and Caritas. Guatemala has some of the worst 
malnutrition rates for children in the world, and SPAMMY was 
designed to help address this chronic problem. We will distribute over 
one million cans to the needy in Guatemala in 2011, with larger goals 



for the future, including expanding distribution of the product to 
other countries. 

There is an undeniable relationship between Hormel Foods’ history of being a 
responsible company and its financial success. But the benefits of being 
responsible for serving others go well beyond the bottom line. A company’s 
commitment to serving others enables it to attract and retain talented and 
engaged employees. When Jeff Ettinger initially unveiled SPAMMY at a sales 
meeting, he noted 

The product was only 5 minutes or so of my presentation, but eighty 
percent of the questions and comments afterward related to that. 

People want to know that the company is doing the right thing. We 
are using our heritage of innovation on a pro bono basis and our 
people are really proud of that. It’s interesting that this program, 
while we have invested some dollars in it, clearly more than pays for 
itself in increased employee engagement and productivity. This is not 
the reason we do these programs, but it is an interesting side benefit. 

In contrast to Hormel’s focus on making products that benefit others, companies 
that make dangerous products or provide questionable services put their long¬ 
term performance at risk. They may be profitable for a time, but eventually will 
falter. Phillip Morris is an example of a company that struggles with the tension 
between a dangerous core product and its desire to be socially responsible. 
Phillip Morris sells cigarettes. No one can ignore the dangers of its core product. 
But Phillip Morris also sponsors antismoking advertising aimed at children and 
contributes generously to charitable causes. Admittedly, Phillip Morris’s social 
responsibility efforts were court-ordered as a result of litigation. You could 
argue that the company has not been as aggressive as it should in diversifying its 
holdings so that cigarettes are no longer its only revenue stream. You might 
dismiss Phillip Morris’ efforts to be responsible as nothing more than a public 
relations smokescreen. You might be right. But it is possible that Phillip Morris 
genuinely wants to behave responsibly, rather than creating the disaster for 
shareholders that an abrupt exit from their core business would provoke. 

Another example of a company dealing with adverse consequences of some of 
its products is Kraft Foods, maker of Oreo cookies, Oscar Meyer bacon, and 
Easy Mac macaroni and cheese. In 2003, Kraft announced that it would stop 
selling high-fat foods to schools and launched a series of initiatives to promote 
healthy eating. As of 2003, it had spent more than $17 million to increase the 
amount of fruits and vegetables distributed by U.S. food banks. You might 
conclude that Kraft was simolv trvinu to forestall the kind of litiuation first seen 



by fast-food chains by some obese customers who blame the food purveyors for 
their health problems. Hopefully, Kraft is making a good faith effort to ensure 
that its products are used in ways that do no harm. Whatever its full range of 
motives, Kraft does serve its broad customer base by encouraging people to 
make wise nutritional choices. 

Although companies such as Phillip Morris and Kraft try to be responsible 
without altering their core product, other companies demonstrate responsibility 
by literally changing their product into one that better serves their customers. 
Harvey Golub did just that as CEO of IDS, a financial advisory company. He 
transformed IDS from a transactional services company to a company that 
offered objective financial planning services. To understand how profound a 
change that was, recall that the 1970s and 1980s were a time when the financial 
services industry had a well-deserved reputation for questionable transactions. 
Consider the comments of one person who worked for a brokerage house: 

It was a hectic noisy place with stockbrokers crowded together talking 
on phones and calling out across the room to one another. Right in 
front of me, I saw a man on the phone put someone on hold, then yell 
out, “What do we have for a buck with a half?” Someone yelled back, 
“XYZ stock.” The man got back on the phone and proceeded to extol 
the virtues of XYZ stock. As I left, I asked my friend to tell me what a 
buck with a half meant. He told me that it is a stock for which you pay 
a dollar for the stock with a fifty cent load—meaning the customer 
paid a dollar for a stock that was only worth fifty cents. It was obvious 
that the guy who promoted XYZ stock didn’t care about gouging his 
customer and was only interested in maximizing his earnings. 

It is no wonder people were suspicious of brokers, many of whom were more 
interested in lining their own wallets than helping their customers. It was the 
“me generation,” an era of excess, a time when Wall Street was synonymous 
with greed. Enter Harvey Golub, a McKinsey consultant called in by American 
Express to analyze a promising potential acquisition in the financial advising 
business. Golub examined IDS, a small company in Minneapolis that focused on 
creating wealth for its clients by offering long-term investment and insurance 
products. Golub’s studies showed that IDS advisors gave good financial advice. 
Clients could benefit from their advice, even if they decided to purchase 
financial products elsewhere. They didn’t use hard-sell tactics. Their first 
priority was helping clients reach their financial objectives. Golub thought IDS 
had the right idea. IDS was small, but its principles were scalable. So, he 
recommended that American Express buy IDS. 



American Express agreed, but on one condition—that Golub take over as CEO. 
Golub grew IDS (eventually American Express Financial Advisors) by putting 
its customers front and center. He made a commitment that the financial 
planning documents prepared for clients would be objective. IDS’s 
recommendations would not be biased toward IDS products. They would 
recommend IDS products that fit client objectives but also acknowledge that 
clients could do well if they chose to go to another company to purchase 
financial products. He also insisted that financial planning had to be independent 
from the sale of products, even though he knew the company wouldn’t be 
profitable if it sold only financial planning services. But Golub said, “We are 
going to be a financial planning company and help customers make financial 
decisions prudently and carefully.” It was curious advice at a time when the 
financial industry’s high flyers were just “doing deals.” 

A lot of industry insiders thought IDS would fail, especially after his predecessor 
lowered the sales charge customers paid for each transaction. There was a revolt 
in the ranks of the sales force. Many advisors threatened to quit. But Golub was 
confident it was the right thing to do, so IDS lowered its sales load. It lost some 
advisors, but, important, kept those who understood the values that drove 
Golub’s strategy. 

Although pundits had their doubts, Golub’s values-driven strategies paid off 
spectacularly. From 1984 until 2000, IDS (later renamed American Express 
Financial Advisors, which now is an independent company, Ameriprise 
Financial) increased profits by at least 15% every quarter, taking the company 
from 60 million to more than one billion dollars in gross earnings. Before being 
spun off as Ameriprise Financial in 2005, AEFA helped keep American Express 
profitable through the worst of the post 9/11 doldrums. Providing a valuable 
service and being a responsible organization is no doubt the morally right thing 
to do, but, as the success of Ameriprise demonstrates, values-based business 
practices are also strategically smart. At Ameriprise, financial advisors feel 
energized by providing a worthwhile service for their clients. Most financial 
advisors would hate having to pressure their clients to buy a product. Clients, in 
turn, value solid advice that helps them achieve their financial goals. Being a 
responsible, service-oriented organization resonates powerfully with employees 
and customers alike. Not surprisingly, Ameriprise, led by CEO Jim Cracchiolo, 
performed especially well following the stock market’s slide in 2008 and 2009. 
By January 2011, its stock price had risen to over $60 after having fallen to 
nearly $10 just two years earlier. 

There is a second dimension that marks the responsible organization: its 



willingness to admit mistakes and failures. If admitting mistakes is crucial to 
maintaining employee commitment, it is essential to maintaining customer 
loyalty as well. Some companies seem to know this in their bones; others go 
down in flames trying to hide the truth about their mistakes. Taking 
responsibility for mistakes may be painful in the short run, but admitting failure 
and taking steps to compensate for errors cements customer loyalty. Customers 
know that they can trust an organization that tells them the truth. Mark Sheffert, 
chairman and CEO of Minneapolis-based Manchester Companies, illustrates the 
business value of admitting mistakes: 

One of the more meaningful experiences for me was when I became 
chairman and CEO of First Trust, then part of First Bank Systems 
and now US Bank. I knew we had some problems I was going to have 
to help deal with, but I quickly discovered it was more serious than I 
had expected. Our statements for people with 401k plans were all 
wrong. If you can believe it, we were $8 billion out of balance. When I 
met with the managers and asked what we should do, the answers 
were far ranging. Some thought we should finesse the situation until 
we fixed it, essentially through misinformation [and] essentially lying. 

I took the position we were going to our clients and we were going to 
tell the clients the truth and that the data on their employee 
statements would not be right for 90 days or so. I personally went to 
our clients, including companies such as 3M, General Mills, and 
Medtronic. I told them we had a problem, and I said “I need your 
help.” Pve learned those four words are so powerful and use them all 
the time still to this day with my clients, employees, and virtually 
everyone. We asked them to hang in there with us, and we would fix 
the problem. I told them "I guarantee that not one nickel will be lost.” 
These clients could have said “We’re taking our business elsewhere.” 

I knew the financial implications for us were huge, but I also really 
believed if we stood on solid moral ground they would stick with us, 
and they did. We demonstrated that by being honest and forthright 
the vast majority will respond well. We lost only one small piece of 
business. The regulators, clients, and employees were all thrilled. First 
Trust went on to become the largest corporate trust company in the 
world. 

One of the most dramatic instances of the importance of admitting corporate 
mistakes came in 1982. The fate of Johnson & Johnson was in the balance when 
bottles of Tylenol capsules were laced with cyanide, killing seven people. James 



Burke, CEO at the time, knew exactly where to look for direction—the 
company’s 40-year-old “Credo,” a single-page document that began with these 
words: “We believe our first responsibility is to the doctors, nurses, and patients; 
to mothers and fathers; and all others who use our products and services. ” 
Johnson & Johnson ordered an unprecedented recall of all 30 million bottles of 
Tylenol capsules in circulation. It immediately stopped production of the 
capsules and replaced them with tamper-resistant caplets. It communicated 
constantly with the public and the media, and it was its openness and concern for 
public safety that that helped Johnson & Johnson to overcome its initial losses 
and recover its market share within a matter of months. 

More recently, in 2004, drug manufacturer Merck & Company voluntarily 
withdrew its widely used arthritis pain medication Vioxx after a three-year 
clinical trial showed a higher incidence of heart attacks and strokes among users 
of the drug. Merck has a reputation for concern for those who use its products. It 
developed and distributed at no cost a drug that cures river blindness in 
underdeveloped regions of the world. According to Thomas Donaldson, 

Wharton professor of legal studies and ethics,- Merck “has always emphasized, 
in effect, that the company puts the health care of the customer first, and if we do 
that, we will make money. If we ever just put making money first, we will lose 
our business.” Donaldson adds, “You can question the extent to which Merck 
follows this, but it’s not something that just appears [once in a while]. It is 
repeated fairly consistently.” 

Contrast Merck and Johnson & Johnson’s handling of product defects with 
Firestone Tire’s handling in 2000 of the recall of tires that were implicated in 
fatal SUV accidents. Firestone was initially reluctant to replace the defective 
tires, claiming that it was the vehicle rather than the tire that was at fault. The 
media later discovered that Firestone had prior knowledge of the problem and 
did nothing. It was also reported that Firestone had earlier refused to recall 
another defective tire sold in Saudi Arabia because a recall would mandate 
reporting the problem to the U.S. National Highway Traffic Safety 
Administration. Instead, it had launched a quiet replacement program that left 
the NHTSA in the dark. The result? Daniel Eisenberg, reporting on Firestone’s 
tire debacle for Time magazine, concluded, “Thanks to a generally dreadful 
crisis management, marked primarily by silence and denials, the Firestone brand 
has very little credibility left. The public is becoming increasingly skittish about 
any of Firestone’s tires—the vast majority of which are safe.” 

To promote responsibility, CEOs should carefully consider what it means to be a 
“responsible person,” communicate this to managers, and encourage the 


promotion of responsible people within the organization. A company made up of 
responsible people is a responsible company. CEOs can assess managers 
according to the following “responsibility checklist.” 

Responsibility Checklist 

Taking responsibility for personal choices 

When I make a decision that turns out to be a mistake, I admit it. 

When I make a mistake, I take responsibility for correcting the situation. 
When things go wrong, I do not blame others or circumstances. 

Admitting mistakes and failures 
I always own up to my own mistakes and failures. 

I am always willing to accept the consequences of my mistakes. 

I use my mistakes as an opportunity to improve my performance. 

I discuss my mistakes with coworkers to encourage tolerance for risk. 
Embracing responsibility for serving others 

I believe and show through my actions that an important aspect of my 
leadership approach is to find ways to serve and support others. 

I pay attention to the development needs of my coworkers. 

I spend a significant amount of my time providing resources and removing 
obstacles for my coworkers. 

Rather than simply use this as a tool for self-examination, CEOs should discuss 
this checklist with senior management and ask them to rate their own responses 
on a scale from 1 (never does this) to 10 (always does this). The CEO should 
then discuss his expectations with management: which statements are the most 
important, which need to be adhered to the most closely, and work with them to 
improve their scores if necessary. The managers can then, in turn, work on 
responsibility within their individual departments. 

The Compassionate Organization 

When it’s business as usual, acts of compassion are small or subtle in the great 
organizational scheme of things. But when a major crisis strikes, it is easy to see 
the difference between the truly compassionate organization and one that gives 
lip service to values. Aaron Feuerstein is the former president and CEO of 
Malden Mills, a company best known for producing the revolutionary fabric 



Polartec. On a cold December night in 1995, a devastating fire tore through his 
factory in Lawrence, Massachusetts. In a time of corporate downsizing, many of 
his peers urged him to re-open operations overseas—a decision that would lead 
to the loss of 3,000 jobs at home. Shunning their advice, Aaron pledged instead 
to rebuild the mill at home —and to pay his employees during the three-month 
reconstruction. “I think it was a wise business decision, but that isn’t why I did 
it. I did it because it was the right thing to do,” says Feuerstein. 

Malden Mills battled insurance companies and government officials not just to 
rebuild the plant, but also to spend the additional money necessary to build the 
safest textile plant possible and to take care of his employees while the new plant 
was under construction. By 1997, just two years later, he had proved to the 
doubters that it was the right thing to do. Malden Mills was recording $400 
million in annual sales—more than it ever had before the fire. Although 
Feuerstein’s sometimes controversial decision making led to financial problems 
and a bankruptcy filing, the company emerged from bankruptcy intact. 

Sometimes, though, despite a company’s best intentions, layoffs must be made 
for the good of the company—its customers, its shareholders, and its remaining 
employees. The way an organization handles layoffs says more about its 
corporate character than any other activity. It is a test of its capability to weave 
moral, social, and business values into an effective whole. Answering the call of 
compassion in isolation might tempt an organization to avoid a layoff at the cost 
of fiscal survival. But a moral organization that doesn’t attend to its bottom line 
won’t be around long enough to keep any of its workforce gainfully employed. 

So the task of a moral leader facing serious financial difficulties is not 
necessarily whether to reduce the size of the workforce, but how to do it in a 
compassionate way that provides a soft landing for those affected and in a way 
that preserves key talent. 

In our high-achieving business culture, self-recrimination is common. We often 
find that our executives are far more critical of themselves (and less forgiving) 
than their bosses. One of the best ways a morally intelligent leader can show 
compassion is to challenge the executives about their excessive self-criticism. Of 
course, this implies that the leaders have enough interpersonal skills and rapport 
with the subordinates to find out what their critical self-talk is all about. Yet, this 
challenge can be a superb way to embrace compassion and make it central to 
your organization. To the extent that employees spend their precious energy 
engaging in negative and self-critical inner dialogue, they are not giving it to the 
company in pursuit of the strategic plan! 



Finally, compassionate companies make it a priority to help others beyond their 
own organizations For instance, Larson Manufacturing sponsors extensive 
volunteer work in the community, including Habitat for community and the 
Boys’ and Girls’ Club. Larson matches all employee contributions to the local 
United Way, and in 2010 Larson employees’ pledges amounted to more than 25 
percent of its community’s United Way campaign goal. In addition, the Larson 
Family Foundation funded the building of the Children’s Museum of South 
Dakota that opened in 2010. Another example of compassionate organizations 
comes from ID Media, which has found a particularly clever way to help fight 
cancer. It sponsors a company coffee bar staffed by a professional barista with a 
full complement of coffee drinks and parfaits, for which employees pay bargain 
rates of $1 and $2, respectively. ID Media donates all proceeds to Gilda’s Club, 
a worldwide group of centers providing support for people with cancer, and the 
American Cancer Society. 

The Forgiving Organization 

Organizational forgiveness is an organization’s capacity to accept mistakes and 
failures among its workforce. Forgiveness is critical for two reasons. First, 
employees need to know that they have room to fail. If mistakes are invariably 
punished, the emotional climate of the organization will be unattractive to your 
best employees, who will go elsewhere in search of a more favorable work 
environment. Second, forgiveness is fundamental to innovation and growth. 
Innovation entails venturing into the unknown, where no formulas exist. Risks 
will be taken; mistakes will be made. Some things will work, and some things 
will fail. Organizations cannot pioneer new territory unless they accept that they 
will spend some time going around in circles or down dead-end paths. 

When asked whether 3M’s reputation for innovation is legitimate, Ray Langer, a 
3M project engineer, says, “Yes, it really is. We’re encouraged to try new things 
in our projects, and if they don’t work out, no one is punished. As a result, we 
have created many, many engineering processes that no one else in the world 
comes close to.” 

Interestingly, the United States Marine Corps is an organization that has 
institutionalized forgiveness. “Most managers like to say they give their 
subordinates room to fail,” says David Freedman, author of Corps Business: The 
30 Management Principles of the U. S. Marines,- “but the Marines practice 
failure tolerance to a degree that would raise most [managers’] hair. To a certain 
extent, they demand failure: A Marine who rarely fails is a Marine who isn’t 
pushing the envelope enough, goes the logic.” 


A final incentive to practice forgiveness is that without a climate of risk 
tolerance, employees will be too intimidated to acknowledge mistakes or offer 
feedback, thus perpetuating problems that may be costing your company 
millions each year. Nancy Jones, CMO for Allianz Life Insurance Company of 
North America understands the importance of creating a mistake-tolerant 
culture: 

I have a philosophy of "No surprises.” I don’t want my boss, the CEO, 
to find out a mistake from someone else or in the wrong way, so I 
admit when I or my team makes a mistake and what we’re going to do 
about it. I lead my people the same way. I tell them that admitting 
mistakes is not a sign of weakness. It’s actually a sign of strength. It’s 
the difference between a fear-based culture and a solutions-based 
culture. An example of this is when I had a director who came to me 
very upset about a costly mistake she had discovered. She figured out 
the cause and the solution, and took full accountability even though it 
was a vendor mistake. I told her she did the right thing. She felt 
supported and what I got back was loyalty and support. She 
continued to do great work and no longer feared bringing a mistake 
to my attention. 

Although the most forgiving companies are often the best innovators, these 
companies also know how to set limits. If you want to increase forgiveness at 
your company, establish “curbs” for innovative behavior—for example, set out 
the percentage of work time team members can use to engage in innovative 
projects that are their own or their team’s creation or set budgetary limits, 
allowing employees to spend a certain percentage of their department’s budget 
on innovation. But then, if you want to establish a truly forgiving company, 
make sure you celebrate this activity—not just the positive results. Honor your 
team members’ mistakes as learning episodes. Edison is quoted as saying 
something like, “I didn’t make any mistakes. I just tried ten thousand things that 
didn’t work;” if you want to build an organization of budding Edisons, celebrate 
the innovation process and the failures that come with it, not just the results. 

Another way to encourage your organization to increase forgiveness is for you to 
establish a learning organization (rather than a punitive organization). Praise 
your team members for embracing the learning process. Allow mistakes to be 
forgiven and analyzed and not punished harshly. 

But, as with all values, forgiveness cannot be practiced in isolation. Peter 
Georgescu of Young & Rubicam recalls a time when some young employees 
discovered racist jokes on the Internet and began passing them around. In all 



likelihood, they did not intend to offend anyone; they were just completely 
thoughtless. Georgescu struggled and worried over this. Anyone could make a 
mistake, he realized, but the company also had a policy of zero tolerance for 
such activity. People’s lives and self-respect were at stake. In a move that he 
judged to be not only best for his business, but also for the moral development of 
the two employees, he let them go. It was an action that won acclaim throughout 
the business community. By understanding the implications of each possible 
choice, Peter demonstrated moral intelligence. By taking the action he did, he 
demonstrated moral competence. As Peter showed, the leaders who consistently 
puts both skills into practice creates resonance with those whom they lead. 

Recruiting for Values 

The basic unit of your organization is its people. Your organization’s capability 
to engage in principled actions rests squarely on its people. Hiring the right 
people—the ones who already share your company’s values and have a track 
record of acting consistently with those values—is the most important lever you 
have in creating a morally competent organization. 

Jim Collins, author of Good to Great,- found that hiring the right people was a 
key differentiator of companies that had significantly outperformed the S&P 
over many years. When FastCompanv.com asked him what his research 
suggested was the best way to respond to economic slowdown, he said this: 

If I were running a company today, I would have one priority above 
all others: to acquire as many of the best people as I could. Fd put off 
everything else to fill my bus. Because things are going to come back. 

My flywheel is going to start to turn. And the single biggest constraint 
on the success for my organization is the ability to get and to hang on 
to enough of the right people.- 

Don’t delegate recmitment to your human resources department. Take charge of 
your own hiring process as much as you can while still conforming to 
employment law. When possible, avoid anonymous newspaper ads. Instead, 
network continuously so that you always have a large pool of potential 
candidates or referral sources. Let your network know what kind of people you 
are interested in having work for your company. Don’t hesitate to talk about 
your organization’s values. Recruiting from your personal network is likely to 
lead to a significant jump in the retention rate and contribute positively to your 
organization’s performance. Why? Because new jobholders who know you or 
are connected to you through your network are much more likely to share your 




values and to stay wften tmngs get a little rocky. 

Reinforcing Values Starts at the Top 

In Primal Leadership: Realizing the Power of Emotional Intelligence, Daniel 
Goleman, Richard Boyatzis, and Annie McKee describe their model of 
leadership.- The best leaders, they say, are resonant leaders. Resonant leaders 
use their emotional intelligence to create a positive emotional work climate in 
which the best work happens. To that equation, we would add this: The best 
leaders create resonance through their moral intelligence and their emotional 
intelligence. People naturally want to follow leaders who demonstrate 
commitment to moral principles and values. When people believe that their 
organization and its leaders practice the values they preach, they become 
energized. When people work in an organization that operates from a set of 
beliefs that resonate with their own, they are naturally inclined to give their best 
efforts to their work. 

In the real world of organizations, we never have the luxury to work with a fully 
morally competent workforce. Maintaining organizational alignment with values 
is just as challenging as it is for any individual. That is why leaders should look 
for any opportunity to reinforce values. Training is key to reinforcing values and 
enhancing moral competencies. Senior executives may act allergic to training 
sessions in the misguided belief that they are finished products who don’t need 
further education. But values start at the top, so senior level managers need to 
hone their moral judgment just like the rest of the workforce. 

The Power of Formal Rewards 

Psychologists tell us that people do what gets rewarded. It is critical that 
organizational reward systems reinforce morally competent behavior and goal 
attainment. Unfortunately, corporate reward systems that violate the principle of 
integrity are not unusual. Media reports of fired CEOs laughing all the way to 
the bank, CEOs who get multimillion dollar bonuses despite staggering year-end 
losses, and pyramid compensation systems that routinely reward executives far 
in excess of their relative contributions are common. Contrast that with former 
Best Buy CEO Brad Anderson (now retired) who declined 200,000 stock options 
in 2004. At the time he already owned company stock worth roughly $78 million 
dollars and asked that the declined options be distributed to nonexecutive 
employees.- Anderson’s action was an effort to create more equity in the 
distribution of corporate rewards, although no one—Anderson included—would 
argue that he felt too much of a pinch. But his recognition that he did not need 


more sent a powerful message to other companies’ executives about corporate 
excess—while creating a richer source of rewards for rank and file employees 
who do the right things. 

Paul Clayton is insistent about sending positive messages through meaningful 
rewards. Paul recalls a time when he was president of Burger King North 
America and had to convince his executive team that he was serious about 
rewarding employees. 

At Burger King, we had a recognition program for the top general 
managers. Once a year, we brought them to our world headquarters 
in Miami. During the recognition ceremony, 600 headquarters 
employees would give the award winners a standing ovation. As they 
entered the main rotunda, their pictures went up on our “Wall of 
Fame.” As we were giving out awards, it struck me that one GM in 
particular had been the top performer for five years running. I turned 
to the HR person next to me and said that we should give him a car. 

The HR person replied, “We can’t do that because we don’t have 
budget and I don’t have authorization.” I reminded him that I was the 
president and that I thought that I could authorize the expenditure. 
When I presented the idea to the finance team, they thought it was 
fine but suggested an inexpensive car that wouldn’t cost too much. 

“He’ll never know the difference,” one finance person said. But I had 
a different idea. I told them, “I’m thinking about a BMW. I don’t care 
about the budget. I want people to know that we are sincere about the 
contribution they make.” So when I took the stage to announce that I 
was rewarding the top GM with a fully loaded series 3 BMW, the 
place went crazy. The GM’s wife ran up on stage to hug me and her 
husband. Then the GM ran off the stage to call his grandmother. 

Success Stories 

Given that moral values are embedded and intertwined with other values in the 
conduct of your business, how do you link moral values to performance? 
American Express does it by storytelling. The Amex team in Australia had just 
won the prestigious “Chairman’s Award.” The country manager wasted no time 
assembling his team to congratulate them. He did it in a way that explicitly 
linked Amex values to their success. He told stories about how individuals acted 
on Amex’s values and how that contributed to their getting the Chairman’s 
Award. This manager celebrated not only their accomplishments, but also the 
values that led to their success. Leaders in morally competent organizations 



never take values for granted. They promote them, they apply them, and they 
make sure that their people see how values translate into business performance. 

Ideal Versus Real 

Even within an organization committed to values, you can always find managers 
who fail to apply them. Wherever there are imperfect managers, there are cynical 
employees who look at them and say, “He, or she doesn’t live the values, 
so...why should I follow the values if my boss ignores them?” Or “...why should 
I go the extra mile for a management that doesn’t respect me?” If employees 
complain about someone who works for you, it is your responsibility to deal 
individually with unacceptable behavior. It is also critical that you convey the 
message that Ken Chenault gives to his employees: “There is no excuse for 
personal behavior inconsistent with Amex’s values. You can’t wait for everyone 
to behave in alignment with values before you do. The only way for people to 
start acting on values is to do it independently of whether others do. Do not 
expect perfection from leaders.” 

Values and the Global Organization 

More and more companies not only do business internationally, but also are 
actually global companies with offices throughout the world, employing local 
workforces in numerous countries. Imagine how difficult it would be to 
communicate with a multinational workforce in the absence of some shared 
beliefs. Without common values, business would be impossible. Common 
values, based in the universal principles, can knit together a diverse global 
workforce. In an era marked by international conflict, we believe it will be in the 
world of business—rather than in the political arena—that people from different 
ethnic, racial, and religious heritages will discover their common path. 
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12. Moral Intelligence for the Entrepreneur 


Starting from scratch. Imagine this: You have a great business idea, eager 
investors, and a prime location for your new company. With every resource at 
your disposal, you now have the chance to realize your fondest hopes and 
ambitions. You also have the power to create a high-performance culture from 
the ground up. No legacy employees, no unnecessary bureaucracy, no history to 
overcome. How would you begin? Would you use your newfound power to build 
a company based on universal principles, with socially noble goals and a morally 
competent workforce? Entrepreneurs rarely launch their ventures with an 
explicit moral focus. They make mistakes, and the most costly missteps are 
frequently moral, not strategic or operational. When entrepreneurs lack a 
consistent level of moral competence, their businesses usually falter or fail 
completely. Even exceptional business models can’t survive without morally 
competent leadership. Entrepreneurs who want to succeed must master not only 
their business challenges, but must also align their businesses with the principles 
of integrity, responsibility, compassion, and forgiveness. 

Morally clueless in Minneapolis. In the 1970s, a group of entrepreneurs started 
a telemarketing business named Minneapolis Circulation, which primarily sold 
subscriptions to Minneapolis magazine. Its arrangement with the magazine was 
that Minneapolis Circulation would own the subscriptions and would pay the 
magazine $1 for every $5 subscription it sold. The company was creative about 
marketing subscriptions, but the partners’ greed and irresponsibility doomed it to 
failure. The partners failed to recognize that the magazine publishers would 
come to resent their meager share of the profits, and it was only a matter of time 
before the publishers found a way to dry up the telemarketing company’s 
pipeline and pave the way for a better deal with another telemarketer. When the 
entrepreneurs got the squeeze, they didn’t have the financial reserves to retool 
their strategy. They had naively thought of the company as their cash cow, and 
any money they made after expenses went straight into their personal bank 
accounts. Because their vision of the business was so limited, Minneapolis 
Circulation’s owners didn’t even think about their responsibility to their 
employees or to the sustainability of the business. 

Poorer, but wiser, or so one owner thought, he launched another company, Twin 
Cities Telemarketing, with a new business partner. He had learned his lesson 
about trying to own subscriptions, so his new enterprise sold subscriptions for a 
fee. Its first client was Twin Cities Woman, a struggling newspaper look-alike. 



When Minneapolis magazine got a new publisher and a new name, Minneapolis 
St.Paul Magazine, Twin Cities Telemarketing acquired its subscription sales 
business, too. Then it went after business with Twin Cities magazine, a 
publication that Minneapolis St.Paul Magazine viewed as a competitor. Twin 
Cities Telemarketing knew that it could sell both magazines effectively. It 
recognized that a lot of customers, such as hotels and professional offices, 
subscribed to both. Its game plan was to help both clients succeed. But it 
carefully didn’t mention its relationship with either magazine to the other. That 
was a fatal flaw. When the Minneapolis St. Paul Magazine publisher found out 
that Twin Cities Telemarketing was working for its arch rival, he pulled the 
plug. The owners of Twin Cities Telemarketing never thought of themselves as 
dishonest, but they were. Integrity would have dictated that they do their best to 
convince both magazines that representing the two was a win-win scenario— 
before taking on the second magazine. 

Both of these ventures demonstrate that business savvy relies as much on moral 
intelligence as it does on a good business plan. Both startup companies were 
initially successful businesses that unraveled because of gaps in integrity and 
responsibility. Like most entrepreneurs, it took several false starts for this group 
to learn the importance of principles and values. Those early business failures 
also point out just how critical moral competence is to a small business. Failures 
of integrity or responsibility might not be terminal in a large business that has 
the resources to absorb a certain number of mistakes. But for most small 
organizations, the distance between solvency and bankruptcy is painfully short. 

Driving without a steering wheel. KRW International, one of the first 
executive coaching firms in the country, was founded in 1990 to offer premium 
consulting services to Fortune 500 executives. KRW’s owners were strong on 
integrity and responsibility where their clients were concerned, but those 
principles were not always extended to their own organization. In the first few 
years, the owners’ attitude was, “Let’s have fun and make money.” When 
demand for their services started growing beyond what they could handle, the 
partners did not think proactively about the kind of organization and workforce 
they needed. Instead, they reacted to the needs of the moment. They hired 
contract consultants and discovered that they didn’t stick around long. They 
hired administrative staff at fairly low wages and worked them hard. They didn’t 
stay long either. It took some time for KRW’s partners to realize that if they 
didn’t act responsibly toward their employees, employees would have no reason 
to feel responsible to them. 

Luckily, KRW hired an administrative head, Kelly Garramone, who became its 



moral champion. More than once, Kelly confronted the owners, “There is too 
much work, too few people to do it, and deadlines are impossible.” She 
successfully challenged the company to create work processes that both 
consultants and administrators could live with. Business grew consistently until 
1994 when a major client company abruptly canceled its contract. KRW’s 
owners were so shaken that they immediately decided they had to lay off most of 
their employees to preserve the owners’ financial resources. That decision was 
ill-considered, both on business and moral grounds.... 

It was a beautiful fall day when KRW employees were gathered for the 
company’s annual Octoberfest celebration. When the owners walked into the 
room, employees expected the festivities to commence. Instead, the owners 
announced a major downsizing. Soon, people were crying and running out of the 
room to call their spouses and friends. KRW’s owners were open and honest, but 
their approach was a lot like surgery without anesthesia. It turned out to be 
unnecessary surgery. Everyone was given a good severance package. But soon 
most employees were rehired as independent contractors because KRW still had 
work in the pipeline. Before long, its major client reinstituted the contract, and 
KRW rehired all but a few of its former employees. One employee never missed 
a paycheck, but she got a windfall—three months off. KRW’s owners ended up 
losing more money by thinking of themselves first than they would have if they 
had stepped back to take everyone’s needs into account. 

The mistakes KRW made during its 1994 downturn were the result of 
destructive emotions and a moral virus. KRW’s owners had started their 
business with the goals to “make money and have fun.” As soon as something 
happened that threatened both goals, fear took over, and they lost their ability to 
be reflective and self-aware. Further, because their goals were not aligned with a 
deeper purpose, there was no overriding sense of responsibility that could 
overcome their impulse to take care of themselves first. 

KRW weathered that crisis and soon regained considerable momentum, so much 
so that during a 1998 company meeting, Kelly Garramone and her administrative 
staff once again announced that they were so overworked and stressed that if the 
company didn’t make major changes, many would quit. KRW owners and 
consultants finally got the message. It was a turning point. The strong feelings of 
the administrative staff prompted the group as a whole to question why it was in 
business. It became clear that financial rewards were only part of the motivation 
for working at KRW. Some employees said that their ideal purpose was “to 
make the world a better place.” Many employees resonated strongly with that 
purpose. Others worried that KRW would lose business if hard-nosed senior 



executives got wind of such a pie-in-the sky mission statement. Eventually, their 
collective desire to do something ambitious and wonderful won the day. In 
subsequent months, Kelly led the effort to define the organizational values that 
sprung from their newly articulated purpose. “If we are going to be an 
organization of moral integrity,” insisted Kelly, “then we need to behave 
consistently with our purpose.” Eight years after starting the company, “doing 
the right thing” became an explicit part of the KRW culture. Little did KRW’s 
owners realize that within a few short years, KRW’s collective commitment to a 
shared purpose would mean the difference between extinction and survival. 

KRW took a steep trajectory as it gathered media recognition for its approach to 
CEO coaching and senior executive development. In 2000, it increased its 
revenues by 27%, expanded its consulting staff by one-third, doubled its office 
space, and was actively recruiting for additional staff to support anticipated 
further growth. By June of 2001, business bookings were so strong that one 
overwhelmed owner instructed the consultant group to stop marketing until 
further notice. Only three months later, in the wake of September 11, KRW’s 
revenues crashed. This time, the moral lessons of the past came to the fore. The 
owners, despite enormous pressure, vowed to keep the company going. They cut 
their own salaries, mortgaged their houses, and did everything they could to keep 
the staff together for as long as possible. Each week, they updated their 
employees on the financial status of the company. For months, the news was 
grim. Everyone could see the handwriting on the wall, but when two rounds of 
selective layoffs finally came, laid-off employees were grateful for the lead time 
they had been given to prepare for their job transition. Employees who remained 
had almost as tough a time as those who left. Consultant salaries were cut, and 
administrative employees were given reduced hours. Owners suspended their 
salaries. With half of the staff gone, the offices looked—and felt—like a ghost 
town. But no one left who had the choice to stay. Maybe they stayed because the 
job market was dismal. But if you ask KRW employees why they stayed, they 
will tell you, “I believe in what KRW is trying to do.” If you ask former KRW 
employees if they would go back if asked, the answer is almost always, “Yes.” 
KRW returned to profitability within a year. Quite a few consulting firms did not 
survive the economic downturn of 2000-2002. KRW might have started by 
driving without a steering wheel, but it learned the value of guiding principles 
along the way, and those values steered it safely through its darkest hours. 

Moral Values in Small Organizations 

The moral values highlighted throughout this book are crucial to organizations 
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responsibility, compassion, and forgiveness are undeniable values, no matter 
what the venue. Although the four core principles are the same, the moral 
challenges that dominate an organization are often size-dependent. 

Poll a cross-section of employees who work for small organizations, and you 
begin to see differences in the character of small versus large organizations. 
Small company employees typically place a premium on decision-making 
freedom. Some value risk and adventure, whereas others value the small-town 
intimacy or the potential to have a larger impact. Another difference lies in the 
visibility of leadership in small organizations. The entrepreneurs or small 
company CEOs live in a fishbowl—everyone can see everything they do. The 
beliefs and goals that drive leader behavior are just as clear. So, moral 
competence is particularly crucial to the small company leader because moral 
gaps cannot be hidden—and bad choices lead to more than a slap on the wrist. 
They could spell the end of the business. 

Challenges of integrity. For small organizations, internal integrity comes more 
easily than external integrity. Small companies by virtue of their size promote 
more direct and honest communication. Your boss might be sitting at the desk in 
the next cubicle, rather than sequestered in a remote executive suite. Fortunately, 
good information flow is easier to come by in a small company because without 
it, a small enterprise could go belly up in a matter of weeks. Actifi’s Spenser 
Segal says this about the business value of honesty: “When we started, financial 
viability was not a given, and we felt everyone had to feel responsible for our 
success. To do that, they had to be able to manage the risk they were personally 
taking on. So we instituted a policy of sharing detailed financial information on a 
weekly basis. Now everyone knows how much cash is in our account, what is 
coming in, and what our pipeline looks like. Instead of managers and employees 
speculating and worrying, everyone knows what’s going on and works together 
to help us find solutions.” 

Some hierarchical organizations, on the other hand, produce cultures of 
intimidation that discourage effective communication. Employees of large 
corporations often feel pressured to keep distant superiors happy, even if it 
means concealing a painful truth about poor performance. Ironically, when 
difficult truths are finally uncovered, the consequences might not be so dire 
because large profitable companies usually have the cash reserves to weather 
fallout from internal dishonesty. 

Although internal honesty might come more readily to small companies, 
integrity can be challenged when small companies must put on a good face to the 



outside world. Capitalization is a perennial issue for many small companies. 

They need to borrow; they need to sell equity shares, or both. As one startup 
founder points out, “It is very tempting to hide the truth from potential investors 
about the health of the company. But resisting temptation is essential. We have 
to be open and as transparent as possible about what the issues are. If you’re 
getting people to really commit—whether they are employees or investors, then 
you have to be honest about what is working and what isn’t.” 

Challenges of responsibility. Unlike large companies, which usually are 
focused on increasing profits, many new or small companies are trying to reach 
the point of making a profit. Small companies don’t have the luxury of 
irresponsibility. Taking too long to admit a mistake can make the difference 
between black ink and red ink. But admitting failure can be hard, in part because 
individuals who work for small companies often feel more intense ownership for 
the decisions they make and want to keep plugging away to make it work. 
Unfortunately, that can spell doom for an emerging business. New companies 
are successful, not because they don’t make mistakes, but because they know 
how to make a lot of mistakes quickly. The sooner the organization 
acknowledges a mistake, the sooner it can change course. 

ActiFi’s Spenser Segal reflects on the cost of denying mistakes: “In a small 
business that doesn’t have a long history of results, it is critical that you stay 
firmly grounded in reality without giving up hope for the long term. We initially 
developed some sales assumptions for our first product. Our projections 
exceeded our results by a factor of five. It was four months before we were ready 
to reexamine our assumptions. The truth was staring us in the face, but no one 
said anything—maybe because I was a big part of making the mistake. 
Fortunately, we were able to recover, but we lost three months of valuable time 
by not admitting that our assumptions were flawed and our targets were 
unrealistic.” 

Spenser then adds a note about the benefits of admitting mistakes: “Because we 
had a very experienced management team, we were overconfident about our 
business model and our projections. After we admitted our miscalculation, we 
got better at admitting that we don’t know what we don’t know and therefore 
could look at things more like experiments. That took a lot of pressure off of 
everyone thinking that everything had to succeed.” 

Contrast ActiFi’s rocky start with giant American Express, which had the 
financial resources to stay with a troubled business venture that its executives 
mistakenly thought would work—eventually. American Express finally closed 
the business at a loss, but the company as a whole was never at risk of going out 



of business because it delayed coming to terms with a bad business decision. 
Executives of large companies might produce higher profits if they heeded the 
lessons of responsibility that come from small organizations. 


Small Companies Teach Some Big Lessons About Responsibility 

In large organizations, we often encourage people to take lateral 
assignments that broaden their experience. Companies would be even 
smarter to encourage their high potential managers to spend a year or two 
working in the small business world. What they would learn would make 
them far more disciplined financial managers. They would know how to pay 
more attention, when to maintain support, and when to pull the plug on a 
struggling business. They would be more responsible with the company’s 
resources. They would appreciate that five million dollars is a lot of money 
and should not be squandered. 


Challenges of compassion. Compassion comes more easily in a small 
organization. Within the walls of a small enterprise, you know people better, and 
you are likely to know all your co-workers. In a small organization, no one is 
anonymous. Small companies more closely resemble the interdependent tribal 
groups that were so important to survival of our human species. Membership in 
smaller working groups seems to activate our hard-wired tendency for altruism. 
We take interest in our co-workers. We feel bonded to them. We see their 
success and ours as interconnected. When they need help, we want to help them. 
That does not mean that smaller organizations are immune from rivalry or 
deception or dislike. No human community is perfect. We may see the dark side 
of connectedness when we work in a small organization, but we rarely see 
indifference. If the small company headquarters is big enough to have an 
elevator, it will not be a silent ride. 

But compassion is a double-edged sword. Too little compassion—as in the hard- 
edged and ultimately unnecessary lay-off in KRW’s early days—and business 
may suffer. Too much compassion, as in KRW’s post-9/11 protracted subsidy of 
employees, and business may also suffer. Business judgment without 
compassion can be as equally damaging as compassion without business 
judgment. Just as in the last chapter when we emphasized the fabric of values, 
skillfully interweaving business and moral values is even more critical for the 
small organization that commonly lacks the financial cushion to absorb mistakes 
and downturns. 




Challenges of forgiveness. Because small organizations rely on their capability 
to cycle rapidly through mistakes, it is equally important for small organizations 
to forgive mistakes. Spenser Segal believes that forgiveness is critical to the 
success of a new business, adding, “Every startup makes tons of mistakes. We 
have built our business model assuming mistakes and bad assumptions. By being 
aligned around our mission and core values, we are able to look at various 
strategies as tests and hypotheses that we are seeking to prove or disprove. By 
ensuring that an environment fosters trying new things and doesn’t cause bad 
feelings when tests or hypotheses fail, we are able to learn much more quickly— 
and that results in much better business models going forward. We need to learn 
to avoid four-month mistakes. It’s better to make lots of small mistakes than any 
big ones.” Amazon.com credits its growth from small online bookseller to e- 
commerce giant to its encouragement of innovation. David Risher, former SVP 
of Marketing with Amazon.com , describes what the company did to foster 
innovation: 

Three times a year, we presented the “Just Do It” award. We wanted 
to explicitly reward people who have pride in doing something 
innovative. It had to have been well-thought through—not just 
something silly—truly innovative and focused on customer need. But 
it didn’t have to work! And [one-third] of the time they didn’t. The 
reward? A used Nike sneaker—the bigger the better. 

When it comes to letting go of mistakes and failures, small organizations have an 
edge. It can be hard to forgive a stranger. Forgiveness works best when you and 
I know each other and therefore are willing to give each other the benefit of the 
doubt when we make mistakes. Therefore, letting go of mistakes and moving 
beyond them happens more easily in a smaller organization—luckily so. In a 
small organization, you work in close quarters with all the people who might do 
something to hurt you. When you are angry at someone who has done you harm, 
or when you have done something to hurt another, there is nowhere to hide. 
Without the capacity for forgiveness, you would be surrounded by the tension of 
the unresolved hurt. Not only would a tense work environment prevent you from 
giving your best efforts, it would keep you from taking advantage of the 
resources your colleague would normally offer. In a small organization, it is 
difficult to work around a contentious relationship. For example, when you are 
in conflict with your colleague who is the company accountant, there is usually 
no department full of other accountants you can go to for help. In small 
companies, we are stuck with one another. That is ultimately a good thing. 
Knowing and accepting the foibles and failings of our co-workers sets the stage 
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The moral impact of small organizations. Small businesses (companies of 500 
employees or less) represent more than 99% of U.S. employers, employ about 
half of the private sector workforce, and generate a majority of the innovations 
that come from United States companies.- Although as of 2010, small business 
growth has slowed, perhaps because of pessimism caused by the depth of the 
recent financial crisis; during prior economic recessions, such as the one 
between 2001-2003, job growth surpassed job losses among small companies. 
During the first quarter of 2002, 36% of jobless managers and executives started 
their own businesses, with a majority of laid-off managers moving to small 
companies. 

Some workers, disenchanted with the legacy of mega-company scandals, or 
simply weary of large corporate bureaucracies, look to smaller organizations to 
provide a greater sense of meaning and purpose. KRW’s former Chief Financial 
Officer Don Waletzko is a case in point. Don left an executive finance position 
when he couldn’t approve his former employer’s plan to go on an acquisition 
binge that would produce substantial layoffs. Don’s moral compass wouldn’t 
allow him to be the financial architect of a strategy that he feared would cause 
great personal disruption to his fellow employees. His former company’s loss 
was KRW’s gain. Don arrived with a financial pedigree that a small company 
such as KRW could ordinarily never have afforded. Fortunately, salary was not 
Don’s top priority. He wanted to work for a company whose values reflected his 
own, and he found that in KRW’s commitment to leadership development as a 
way to improve human lives. When the aftermath of 9/11 threatened KRW’s 
survival, Don’s steadfastness and financial savvy saved the day. He was a key 
player in the reorganization and recapitalization that stabilized KRW on its way 
back from the brink. 

Don is one of many managers who believe they can have more positive impact 
on people and organizations by working in a small business. The large 
organization, such as a lumbering ocean liner, can be hard to turn in the direction 
of increased moral competence. In contrast, small organizations, such as a 25- 
foot sailboat, can turn quickly and efficiently when the compass and prevailing 
winds dictate. Small companies are fertile ground for shaping a morally 
intelligent culture—one that provides value simultaneously to its customers, 
employees, owners, and the community it inhabits. For those of us who are 
concerned about the welfare of all the world’s peoples—small ventures offer 
great hope for the future. The path of economic development isn’t from the 
sweatshop to the boardroom. It is from poverty to small locally based sustainable 


businesses. Everyone who invests in a new venture or small company has a 
golden opportunity to infuse the business world with more principled, more 
humane, and ultimately, more financially stable businesses. 

Five maxims of moral entrepreneurship. Startups are excellent laboratories for 
moral leadership. Because resources are tight, mistakes have more immediate 
consequences. If you falter, there is no elaborate infrastmcture to cushion you 
from disaster. American Express can write off millions in bad junk bond debt 
without going out of business. The owner of a new company does not have that 
luxury. 

Entrepreneurs by definition choose paths to success that are both risky and 
rewarding, both exhausting and exhilarating. Your success as an entrepreneur, 
like that of any leader, depends on following the same four principles of 
integrity, responsibility, compassion, and forgiveness that underlie any 
sustainable enterprise. Following are five additional pieces of advice: 

1. Build a business that helps others. If your product or service doesn’t 
make the world a better place, why bother? 

Frankly, the world just doesn’t need any more pet rocks, reality TV 
programs, or 2,500-calorie cinnamon buns. Starting a business is hard 
work. Doesn’t it make sense to unleash your passion on something that will 
improve the safety, security, or comfort of fellow humanity? Knowing that 
you are building a socially worthwhile business can sustain you and your 
workforce through the rockiest times. Consider this model of a profitable 
business that exists to help others. Mark Oja runs ACTIVEAID, Inc., the 
medical devices manufacturing company founded by his father 45 years 
ago. ACTIVEAID is a small company by most standards But to long-time 
customers such as the Mayo clinic, and to the 37 employees in the small 
town of Redwood Falls, Minnesota (population 5,459), it is a big business. 
Employees know what their work means to customers—disabled people 
who rely on its products for mobility, comfort, and dignity. Quality is 
paramount. Everyone takes pride in that what they do helps people in their 
daily lives. This level of employee engagement is a big part of the reason 
why the company has continued to grow significantly despite a historical 
recession. 


Modern Survey is another small enterprise with service at its core. Early on, 
its founders discovered that its real product was not the business 
information software solutions it provided, but the service it offered its 
customers. According to co-founder, Don MacPherson, “Service to others 
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effectiveness because if we put our clients’ goals first, we achieve our 
goals. We have loyal clients, and we do virtually no advertising. 

Even if your business fails—most entrepreneurs do fail several times before 
finally developing a successful venture—you will have the satisfaction of 
knowing your intentions were good. When you ultimately succeed—by 
staying true to universal principles and following the maxims of moral 
entrepreneurship—you will reap the combined rewards of service and 
profit. 

2. Choose your partners wisely. 

If you work in a large organization, your professional relationships tend to 
form through networks of work associates, industry colleagues, mentors, 
bosses, and acquaintances. If you work in a small organization, your 
professional relationships often overlap with personal networks of family 
and friends. Small business entrepreneurs are more likely to enter into 
partnership arrangements with family members, friends, and friends of 
friends. Choosing friends as business partners carries a host of dangers. No 
matter how objective you think you are, it is hard to evaluate a friend or 
relative’s moral strengths and weaknesses. The success of your partnerships 
depends on shared principles and values. Looking at close personal 
associates through the rose-colored glasses of your affection, you may not 
notice moral gaps that could spell doom for your mutual venture. Rowland 
Moriarty, noted chairman of the Board of CRA International, Inc., said this 
about a previous business partner. “I made a 25-year commitment to a 
friendship [and] then watched him take actions that led to the collapse of 
our company.” 

Choosing a friend as a business partner can make it difficult to address the 
business problems created by one or the other. What do you do when a 
partner-friend betrays your trust by putting the business at risk? Though it’s 
hard to contemplate, your best response would be to remind yourself of 
your friend’s ideal self. By considering how your friend wants to behave 
ideally, you can give your friend the benefit of the doubt and avoid being 
overcome by destructive anger. When you believe that your partner and 
friend shares your values, you can discuss and jointly recommit to your 
vision and goals for your business. You forgive, and then you move on. 

You try again. You trust again. Keep in mind, however, that shared values 
lose meaning when ongoing behavior is inconsistent with those values. 
Forgiveness is not synonymous with stupidity. You can’t look the other 



way when a partner continues to violate your mutual commitment. It’s bad 
for your bottom line, and it sends the wrong message to employees who see 
that you are afraid to confront deceptive behavior. Remember that your 
emotional blinders are even stronger when your partner is a family member. 
Consider the experience of Janet Smith. Twenty years ago, her husband 
started a home renovation company. Business was booming, but cash flow 
was tight. Janet, a bright special needs teacher and mother of two, did not 
know that her husband was keeping his employees’ social security and tax 
withholdings, until the IRS summons arrived. Janet and her husband 
declared bankruptcy, but that did not protect her from the legal liability to 
the IRS. They avoided imprisonment but ended up with massive penalties 
that took many years to repay. Meanwhile, her husband started a second 
small construction company, after assuring his wife that he had learned his 
lesson and would faithfully make employee tax payments. A year and a half 
later, Janet discovered that her husband had once again failed to make the 
proper employer payments to the IRS. Angry but still desperate to believe 
in her husband, Janet agreed to become his partner in a new business that 
designed, produced, and sold diagnostic equipment for chiropractic offices. 
The company had some success, was on the way to profitability, and had 
attracted the interest of a potential buyer. But the succession of business 
pressures had taken its toll on their marriage, and Janet and her husband 
finally divorced. Only after he signed over the business to her, did she 
discover that the potential investor was a phantom, and her husband had 
saddled her a third time with a set of enormous tax liabilities. Janet was an 
intelligent woman with good analytic skills. But her overwhelming desire 
to trust her husband blinded her to his persistent ethical lapses. Ten years 
after her divorce, she is a successful financial advisor to small businesses, 
having built a second career out of the painful lessons of her business 
partnership with her former husband. 

Because startups are so fragile, it’s especially important to choose partners 
who share your values. “I can’t say enough about this,” says Spenser Segal. 
“Understanding that the first few years would be filled with adversity, it 
was critical that we hired a leadership team that shared common values and 
believed that working on something they believed in was the best possible 
use of their time. By coming together with a team who shared that 
commitment, they were assured of personally being successful even if the 
business failed .” 

3. Hold on tight to your core values. 



Small business entrepreneurs need to be vigilant about maintaining their 
alignment with core values. Most entrepreneurs we know are highly 
morally intelligent. They are notably articulate about the principles and 
beliefs that guide them. ACTIVEAID’s Mark Oja, for instance, endorses 
the importance of remaining true to one’s principles. His moral compass is 
deceptively simple. “Honesty and family are the values that mean the most 
to me,” says Mark, adding “If you don’t mean it, don’t say it. If you know 
or think or feel that something is improper, immoral, or illegal, don’t do it.” 
But even though Mark is strongly committed to those values, business 
pressures can begin to lure a company away from its moral foundation. “It 
can be tough competing with companies who go offshore for their products. 
When we had an opportunity to sell a low-priced cane that came from 
outside the U.S., we took it. Then our distributors complained about how 
bad the canes were. Our distributors and customers count on us for high- 
quality products, and we had violated their trust. When we realized what we 
had done, we canceled the deal. It took some time to repair the relationships 
that had been completely trusting before.” 

4. Surround yourself with employees who share your values. 

When it comes to human talent, do not confuse the “best” with the 
“brightest.” Values fit is a stronger contributor to performance than 
technical skill. We all have known “values misfits” who were expert in 
their fields but couldn’t advance because they did not operate effectively 
within a particular organizational culture. 

Mark Oja recounts this experience: “One time, we knowingly hired 
someone we didn’t trust. We needed a certain skill that was in short supply 
in our area. Our only skilled candidate in this small town was a man with a 
minor rap sheet and a reputation for bad relationships. But we felt 
desperate, so we thought we could handle him. We were wrong. He was 
impossible to work with, and we had to let him go.” 

KRW International is obsessed with hiring employees who resonate with its 
purpose and values. Before job candidates are invited for an interview, their 
technical credentials are carefully scrutinized. Then the real vetting begins. 
Candidates run through a gauntlet of individual and group interviews in 
which the spotlight is almost exclusively on “fit” and values. The KRW 
community as a whole must agree that the candidate shares key values and 
will effectively represent them to customers and stakeholders. An owner 
once violated the recruitment protocol by hiring a consultant who had not 
run the full interview gauntlet. His colleagues were angrv, and the 



unwitting new consultant wondered why some of his new associates were 
less than friendly. 

Although resonance with organizational values is key for successful hiring, 
be sure to preserve diversity. Organization cultures have strengths and 
weaknesses, and if you hire only clones of your current workforce, you lose 
the opportunity to energize your company with new employees who bring 
novel approaches to your products and services. 

5. Put your people—and your organization—first. 

The United States Army has a saying, “The leader eats last.” The New York 
Times offered an illustration of this maxim a few years ago when it 
published a photograph of an Army general serving Thanksgiving dinner to 
his combat troops in Afghanistan. Army leaders know what every 
entrepreneur needs to know. Followers must absolutely trust their leaders to 
do what is best for the unit. 

Putting people first also means investing in the development of employees. 
Small businesses are notorious for neglecting to invest in employee 
development. Their financial struggles usually leave little cash reserve, and 
it’s easy to drop the ball when it comes to “overhead” expenses such as 
training. Studies indicate that large company employees are more than 
twice as likely as small company employees to be offered employer- 
subsidized educational programs.- Given the lower average wages offered 
by small companies,- it is even less likely that employees of small 
companies will have the financial resources to maintain and update their 
job skills. Bucking this trend is ACTIVE AID’S Mark Oja, who used the 
productivity increases generated by a new production system, not as an 
excuse to downsize, but as an opportunity for employee development. 
Several years ago, ACTIVE AID transformed its manufacturing process 
from batch production to packet production—essentially, it changed to a 
just-in-time production method. Mark knew that packet production would 
be more responsive to their customer, but it also meant there would be 
times when employees were not occupied making inventory during the 
transition. When employees were first told not to make products, they were 
worried, fearing that down time would mean layoffs. But Mark had no 
intention of laying people off or reducing work hours. Today, when orders 
come in, production gets busy. When no inventory is needed, employees 
use the time for training. Mark is firmly convinced that the investment in 
training creates not only more skilled employees but also a more motivated 


workforce that can enhance their business performance in the months and 
years to come. 

Last Words About Business Startups 

Despite many differences in the culture and operations of small and large 
enterprises, the basic requirements of moral leadership are the same. Moral skills 
are intrinsic both to successful entrepreneurship and successful management of 
established companies. If you are an entrepreneur, it may seem more difficult to 
stay true to principles when the stakes are high and the cash flow is low. But 
your new venture simply cannot survive unless it is anchored in core principles. 
Moral competence is essential for the small business leader. The small 
organization rarely has the excess resources to weather a major moral lapse, nor 
does it typically offer the golden handcuffs that could keep employees tied to a 
morally bankrupt enterprise. 

So in the end, the small organization and the large have this in common: Doing 
what is right morally and doing what is right for the business are inseparable. No 
matter the size of the territory, the morally competent leader weaves business 
and moral values together—and that makes all the difference. Just as it’s true 
that buildings built to last need a strong foundation, it is also true that businesses 
built to last need a strong foundation. Moral principles and moral competencies 
are that foundation. 
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Epilogue: Becoming a Global Moral Leader 


Undoubtedly, you want your business to succeed, and you want to do the right 
thing. The good news of this book is that you are not alone. A large number of 
business leaders want to do the right thing and believe doing the right thing leads 
to organizational and personal success. 

Like many leaders, you feel a deep responsibility for your businesses and your 
workforces. Your challenge now is to accept an even larger responsibility. 
Whether you realize it, the future of our planet is in your hands. Why? Because 
you are part of the most powerful social force on the planet today. In the last 
half-century, the corporation has assumed a central role as the iconic institution 
of many cultures across the globe. 

Business is rapidly assuming a role as the most influential force in the lives of 
the world’s 6.9 billion people. Religions, families, ethnic groups, and 
governments still matter and thankfully will continue to matter, but unless 
business leaders and their workforces bring moral values to work, none of those 
other institutions will matter enough. If you are not sure just how influential you 
are, consider the importance of the consumer economy to the well-being of your 
friends, family, employees, and the world. 

As a business leader, you are a de facto moral educator. The moral lessons you 
and your company teach are lessons more powerful and more pervasive than that 
of churches, schools, and families. If you do the right thing, you can teach moral 
behavior to your employees. If you cook the books, fire someone unfairly, or use 
deceptive business practices, you teach others to do the same thing, or you 
mislead others into believing that’s just how business is done. 

Your workforce learns right and wrong at your workplace and learns that “right” 
is sustainable and “wrong” is not. If we want current and future generations to 
care about the welfare of others and the prosperity of the business and the 
survival of the planet, we who lead today’s businesses need to show them the 
way. When it comes to moral values in the workplace, a lot needs to be said, and 
more needs to be done! 

You may not have signed up to be a global moral leader, but you are. And with 
the inescapable power of your role comes a daunting responsibility. It is a 
responsibility that includes and yet goes beyond profitability. It is a 
responsibility that encompasses and goes beyond more obvious notions of 
corporate social responsibility. 



Raising the Stakes 

This book argues that moral intelligence and moral skills are critical to 
sustainable business performance. It proposes a set of essential moral skills and 
highlights the moral mechanics of interacting with the usual organizational 
stakeholders, especially customers, employees, and owners. Like most leaders, 
you recognize that you are accountable to those three groups, but another 
constituency is equally important—the communities beyond your organization. 

Every organization lives within at least one community: whether it is the 
neighborhood surrounding the corner grocery store or the world community in 
which a major multinational corporation operates. How well do you serve the 
community that hosts your business? Consider these three different levels of 
responsibility you have for your external communities: 

• The responsibility to do no harm 

• The responsibility to add current value 

• The responsibility to add future value 

Watch Your Wake 

Boaters entering harbors are often greeted by signs saying, “ Watch Your Wake .” 
Traveling too fast creates lines of turbulence—the wake of the boat—that can 
capsize smaller vessels. You also need to watch your wake. You need to 
understand the potential negative consequences of your presence in the 
communities where you operate. Some of the most admired corporations in the 
United States and in the world have been slow to acknowledge the catastrophic 
side effects of their business processes. 

Businesses have knowingly and unknowingly polluted oceans and rivers and 
lakes. As Erik Peterson and Jay Farrar from the Center for Strategic and 
International Studies- have pointed out in their presentation on the “Seven 
Revolutions” that will shape the world in the next 25 to 50 years, strategic 
resource management of food, water, and energy will become an even greater 
challenge as the overall population of the world balloons to 8.8 billion by mid¬ 
century, while simultaneously the population of developed countries contracts. 

Too few of the world’s biggest companies take seriously their responsibility to 
do no harm.” A research report published by AccountAbility, a UK-based social 
responsibility institute found that the world’s 100 largest companies have a poor 
record of accounting for their impact on society and the environment.- Had 




traditional philanthropy and community involvement been included in the report, 
big companies would have been rated more highly. Nevertheless, their relatively 
poor showing illustrates large companies still need to be convinced to do no 
harm to the environment. 

Although environmental protection is an obvious responsibility for business 
organizations, other more subtle forms of pollution need to be remedied, and 
other challenges need to be addressed. If you work in the media industry, you 
may need to watch your wake in the behavioral messages you send to children 
and adults. Just about every business needs to be concerned with the potential 
negative consequences on family life of a 24/7 work culture. 

Give Back 

In addition to doing no harm, you also have a responsibility to “give back” to 
your communities in exchange for the varied resources that they provide— 
desirable locations, good employees, attractive living conditions, raw materials 
for manufacturing, customers, and so on. Business-sponsored social 
responsibility programs are one good way to add value to your communities at 
large. Your personal efforts and contributions of time and money are another. 

You and your business have likely contributed positively to your local 
communities in many ways—perhaps by supporting programs in education, the 
arts, and health/well-being or by mentoring programs for at-risk youth or 
fundraising for medical research. If you and your organization add value in these 
and other ways, good for you and good for your company. 

Giving back is more than a public-relations tool. It is vital for maintaining 
thriving local, regional, and world communities and the more you can do, the 
better. As the world’s economy continues to globalize and as communication 
and travel technologies continue to “shrink” the world, each of us and the 
businesses we lead and work in have the opportunity to become even better at 
giving back. 

Create the Future 

Your third level of responsibility, to add future value, is the most challenging. 
Accepting responsibility for the future can be difficult in a business environment 
that is so attuned to the short term. It is relatively easy to contribute to the cause 
of the month because the need and the benefits are usually obvious. Figuring out 
how to add future value is less intuitive. Caring about the future impact of your 
business on the community and the world requires a different mindset. Consider 



this illustration of the kind of mindset that we would have to cultivate: At the 
1998 State of the World Forum (founded in the mid-1990s by Jim Garrison and 
Mikhail Gorbachev), participants had the fascinating experience of participating 
in a ceremony led by a Polynesian tribal chief from Hawaii. After the ritual, the 
chief was asked, “What is your advice for those of us in businesses who are 
concerned about both the short term and the long term? There is a lot of pressure 
on quarterly and annual results.” The chief answered, “You need to understand 
how we think about responsibility and accountability. In our culture, we help 
people realize they are accountable to the three generations that preceded them 
and responsible for the seven generations that follow them. When we make 
decisions, we take into consideration the impact of that decision on someone 
seven generations from now.” 

Imagine what your company’s strategic plan would look like if Polynesian 
decision-making criteria were incorporated into your analyses. We have seen the 
harm done by managers who optimize for the short term. What kind of good 
could your company do if its performance objectives were designed to contribute 
to results a hundred years down the road? 

A Global Business Opportunity 

Ironically, the global economic crises we have been facing during the last 
several years make our opportunities to “do well by doing good” even more 
obvious. Caroline Stockdale, SVP and chief talent officer of medical device 
maker Medtronic offers this perspective: 

The globality of the [economic] crisis has made this crisis significantly 
different from any previous downturn. This is still a very difficult time, and 
we can see it in countries like Greece and Ireland and even here in the US. 
The crisis has impacted so many lives. Everyone knows someone who has 
been personally hurt. What is interesting to me is what lead to this perfect 
storm at the macro level was a lack of moral intelligence and a 
preoccupation with self-interested behavior. At the micro level we saw 
people living far beyond their means. People had so much faith in the 
economic institutions in America, and that faith has crumbled, and those 
institutions have lost respect. But the crisis also brings opportunity and puts 
on the map some of the emerging markets, such as the emergence of China 
and India. Serving the need of new markets creates new opportunity. 

Like all the moral competencies discussed in this book, serving your external 
communities is not only morally right, but also essential for sustainable business 
success. The business case for elobal moral leadershin is strone. There are 



profits to be made. Here lies the opportunity: As you provide the people of the 
world with good jobs and fair pay for their work or fair prices for their products 
and services, you simultaneously expand the opportunity for yourself and your 
business. 

Global business is less about expansive holdings and more about expansive 
thinking. Consider this: Businesses that work to increase the welfare of the 
global community simultaneously increase the market for economic goods and 
services. 

A Business Week article chronicled how new technologies could help alleviate 
chronic poverty in India. It pointed out that “many of the educated elite 
responsible for the success of India’s tech and software houses—or who have 
helped U.S. multinationals prosper—decided to turn their energies to helping 
India’s poor.”- They see both the opportunity for compassion and the business 
opportunity for profit that comes from helping the poor move up the economic 
ladder. 

The article quotes management strategist C.K. Prahalad, who says, “If you can 
conceptualize the world’s four billion poor as a market, rather than as a burden, 
they must be considered the biggest source of growth left in the world.”- Every 
person on the planet is a potential customer or partner or supplier or employee. 
Large companies today may compete aggressively for a dominant share of a ten- 
million customer market or for a relatively small number of highly educated and 
technically competent prospective employees, when the actual potential market 
and the potential workforce is the entire world’s population. 

Today, markets are constrained by the economic status of regional populations, 
and education and development is typically available only for those who can 
afford it. But people lacking education are not dumb, and people without 
economic means still have material needs and the intelligence to create 
economic value (through jobs) in exchange for the ability to buy products that 
will satisfy those needs. Many people in underdeveloped regions can’t afford the 
consumer products they are hired to produce. (Think designer athletic shoes.) 
Wouldn’t it be good for business if they could? Henry Ford asked that question 
about an infant American car industry more than half a century ago. Henry Ford 
may not have been a saint in many respects, but he knew how to do well by 
doing good. He figured out how to create customers for his new-fangled 
automobile by paying his workers well above the going rate. He wanted people 
making the Model T to be able to afford one. He created a market for his 
products through enlightened self-interest. Henry Ford’s workers won, and Ford 



WUil. 


Prosperity need not be a zero sum game. Why couldn’t we increase our markets 
by financing business start-ups in third-world regions? The micro-lending 
movement is a good example of the economic effectiveness of business creation 
in undeveloped regions. But those economic experiments are largely the 
province of academics and nonprofits. Why aren’t those of us in the for-profit 
sector doing more to develop communities that will, in turn, sustain us and our 
businesses through the balance of this new century and beyond? 

We need to stop thinking that we can only win if others lose. Ultimately, none of 
us will do well unless all of us do well. We may be feeling quite comfortable in 
our plush executive suite or on the porch of our summer home. But our 
grandchildren and great-grandchildren will not have the benefit of our well- 
appointed lives if we don’t help all the world’s people do better. 

Conclusion 

Mark Twain once said, “It is curious that physical courage should be so common 
in the world and moral courage so rare.” It is time for moral courage to take 
center stage in business and for business to accept the responsibility that comes 
with its prominent position in the world. The ball is in our court. 

Endnotes 

1. As presented at http://www.csis.org . 

2. AccountAbility, The State of Responsible Competitiveness 2007, 
http://www.accountabilitv.org/images/content/0/7/075/The%20State%20of%; 

3. “The Digital Village,” Business Week, June 28, 2004. 

4. Ibid. 




A. Strengthening Your Moral Skills 


Think of moral skill building as a learning process like any other. Richard 
Boyatzis, noted leadership development expert, offers a particularly useful way 
of understanding how we build leadership capabilities. 1 Boyatzis argues that we 
don’t learn to be better people or better leaders by attending training programs. 
We build our human and leadership capabilities through actual life experiences. 
Though experience is the best teacher, we don’t have to leave what we learn to 
chance. Boyatzis proposes that we can put ourselves in charge of our learning 
using a structured five-step process: 

1. Understand your ideal self—The person you want to be. 

2. Recognize your real self—Your actual strengths and weaknesses in the 
context of who you want to be. 

3. Decide how to build on your strengths and reduce the gaps between your 
real and ideal selves. 

4 . Experiment with new behaviors and feelings. 

5. Develop trusting relationships with people who will support your learning 
process. 

Developing moral skills follows the same cycle of self-directed learning. In 
Chapter 3. “ Your Moral Compass. ” you had an opportunity to complete the first 
step of the process—you examined the contents of your principles, values, 
beliefs, and your goals, all of which make up the raw material of your ideal self. 
So you’re now ready for the next step to understand your real self—by assessing 
your moral strengths and weaknesses. With a full picture of your ideal self and 
real self, you can then be in position to craft a moral learning plan. Your moral 
learning plan can be your road map for gaining the moral skills that are most 
important to you and that promote the highest levels of business performance. 

A Look in the Mirror 

Most of us have some idea of our moral strengths and weaknesses. Our 
conscience might give us a pang if we exaggerate a business accomplishment. A 
friend could take us to task for being thoughtless. Or we may feel secure in our 
unswerving fairness to our employees. But our data about our own moral 
performance is usually anecdotal and incomplete. To help you identify your 




moral strengths and weaknesses, we have developed the Moral Competency 
Inventory (MCI). See Appendix B. “ Moral Competency Inventory (MCI) .” 

Using the MCI 

The MCI is a 40-item survey that you will find here and in Appendix B . It is a 
self-report survey; that is, you are the person who rates yourself on each item, 
and you are the person who decides the meaning of the results. Take the MCI 
when you have an hour to spend. It will take about 20 minutes to complete the 
survey, about 10 minutes to score, and another 30 minutes to reflect on your 
results. 

The MCI is a self-development tool, not a test, so it does not have the scientific 
precision of, say, the SATs or an IQ test. But leaders who have used the MCI tell 
us that it helps them capitalize on their moral strengths and strengthen moral 
skills that are difficult for them. 

It is important for the user of the MCI to understand that this instrument does not 
have validity as a selection tool nor as a personality test. Thus, it should be used 
for personal reasons only and not for any professional use by human resource 
professionals. 

The Right Frame of Mind for Completing the MCI 

The MCI items are all worded in a positive way, so there is no attempt to hide 
what the survey would consider to be positive behavior. Because you are rating 
yourself, the value of the MCI will be enhanced if you are as honest with 
yourself as possible. That means trying to avoid two kinds of self-rating errors: 

• The tendency to give yourself a high rating on most items because they 
sound like positive things to do 

• The tendency to give yourself low ratings on many items because you are 
typically hard on yourself (self-critical) 

Scoring and Interpreting Your MCI 

You will find scoring instructions in Appendix C, “ Scoring the MCI. ” and 
interpretation guidelines in Appendix D . “ Interpreting Your MCI Scores .” 

There are several different ways to look at your MCI scores. You will have an 
opportunity to consider your overall moral competency profile, and you also can 
examine specific areas where you have strength or need development. No single 
interpretation is correct, and no “test” is the last word on your capabilities. If any 









part of your MCI scores don’t ring true to you, keep in mind that you know 
yourself best. But if you are dissatisfied with your scores, we ask only that 
before dismissing them, you use your results as a springboard for honest 
reflection about your strengths and weaknesses. 

Prioritizing Your Moral Development Efforts 

There are two paths to improving your performance in any arena of life. You can 
concentrate on removing weaknesses, or you can focus on using your strengths. 
When you focus on your weaknesses, you try to improve your performance by 
undoing old behavior and practicing new skills or competencies. When you 
focus on your strengths, you try to improve performance by finding new ways to 
use the skills and competencies you already have. 

Which path do you think is more effective? We believe you can reach higher 
levels of performance by capitalizing on your strengths than by trying to remove 
your weaknesses. 

Which path do you think most organizations follow? Most organizations try to 
improve the performance of their workforce by concentrating on deficiencies. 
Our experience has been that most of the performance feedback many 
employees receive is negative, that is, information about perceived gaps. 
Organizations assume that negative feedback will create awareness of gaps that 
employees will then seek to improve. Ironically, negative feedback often 
produces the opposite effect. Studies have shown that performance often gets 
worse following negative feedback. It can take weeks for performance to recover 
to previous levels and months, if ever, to see positive gains in performance. Even 
though managers regularly observe that negative feedback can be 
counterproductive, most organizations continue to provide an excess of feedback 
about performance gaps. Focusing on gaps is a well-worn path, but one that 
rarely leads to the highest organizational performance. 

The Road Less Traveled 

Most organizations treat positive feedback, that is, recognition of strengths, like 
a scarce resource. Employees are expected to perform well, and when they use 
their strengths to accomplish positive results, it often passes without comment. 
Organizations who fail to acknowledge strengths miss out on a tremendous 
performance multiplier. That is unfortunate because most employees perform 
best by spending most of their time leveraging their strengths. It is in our 
strengths that we most resemble our ideal selves, and the more time we spend 
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strengths may be “the road less traveled,” but it is the path that makes the most 
difference to creating high performance. 

The 80/20 Rule 

Management consultant Roy Geer, offers this advice: Spend 80 percent or more 
of your time developing and leveraging your strengths and 20 percent or less of 
your time “pumping air into your priority flat spots (weaknesses).” 

Look for ways to leverage the moral strengths you already have. Actively use 
those aspects of yourself that are closest to your ideal self. For example, Marietta 
Johns is a senior executive who knew she was weak in the financial management 
aspects of her job. But she didn’t spend a lot of time trying to learn what she 
didn’t know. She got help from a corporate financial guru and concentrated on 
doing what she did best—connecting with her people and inspiring them to 
produce enviable financial results. 

Moral development is largely a process of developing and leveraging your 
strongest moral competencies. You can get the most performance equity from 
using your strengths, but you can also benefit from spending up to 20% of your 
development time dealing with your gaps. By concentrating primarily on your 
strengths, you can also avoid the discouragement of trying to remove gaps that 
are part of your basic personality and difficult to change. So don’t ignore your 
gaps. Allocate your time wisely on the path to your ideal self. 

Your Moral Development Plan 

A moral development plan helps you boost your performance by increasing the 
odds that you will actually do the things that increase your moral competence. A 
moral development plan records your moral development goals and outlines 
specific actions you will take to become increasingly morally competent. This 
need not be a separate plan from a professional development plan. If you work in 
an organization or for a boss open to discussing principles, values, and beliefs, 
you may find it useful to include moral development as part of your overall 
development plan. The important thing is to write down the moral and emotional 
competencies on which you want to focus and detail the steps you will take to 
use those competencies. Goals for moral development, like any goals, are more 
likely to be achieved when you commit to them in writing. 

Step 1: Describe Your Ideal Self 

Moral development planning makes sense only in the context of who you 
want to be. Recall the nrincinles. values, and beliefs that form vour moral 



compass. Given that set of beliefs, what kind of person would you be if you 
were at your absolute best? 

Step 2: Document Your Goals 

Again, moral development is only important if it helps you accomplish 
your most important goals. Recall your goals frame. What are the most 
significant things you want to accomplish in all of the important areas of 
your life? 

Step 3: Identify the Moral Competencies You Need the Most 

Reflect on the moral and emotional competencies that you need the most to 
reach your goals. If you used the alignment worksheet presented earlier, 
you have already completed this step. 

Step 4: Leveraging Your Strongest Moral Competencies 

Now recall your strongest moral and emotional competencies: 

• In the course of the next six months, how can you use those 
competencies to get closer to your goals? 

• Can you use your strengths in a new situation? 

• How might you become even stronger in your use of some of those 
strengths? 

• If it were possible to use your strengths and use them well enough, how 
many gaps would you actually have? 

Step 5: Reducing Moral Gaps 

• In the next six months, what could you do to strengthen those moral 
competencies in situations that are important to you? 

• If you strengthened one competency, what impact would that have on 
your ability to accomplish your goals? 

Finally, consider any other moral or emotional competencies that are 
highly important to accomplishing your goals: 

• In the next six months, what could you do to strengthen those moral 
competencies in situations that are important to you? 

Step 6: Your Moral Development Short List 

Putting this all together, what are the three to five most important actions 
you can take to boost performance by developing your moral competence? 
Put this on a note card, enter it into your planner, or record it anywhere that 



you can keep it handy as a reminder of what you plan to accomplish. 

Putting Your Moral Development Plan into Practice 

Now that you have your short list, moving forward should be easy. But actually 
doing what you think is important requires that you clear the road ahead. We 
need to keep our behavior on course with our beliefs and goals. If you recall the 
alignment model, unproductive behavior is usually the result of disconnectors — 
those moral viruses or destructive emotions that get in the way of positive and 
aligned actions. So changing behavior begins with recognizing your personal 
disconnectors and then reprogramming yourself to stay in alignment even when 
moral viruses or destructive emotions threaten you. 

Breaking Bad Habits 

Although moral viruses and destructive emotions are major causes of 
misalignment, another common cause of misalignment between goals and 
behaviors is simply a matter of bad habits. Changing our behavior so that we do 
what we need to do to accomplish our goals usually means overcoming the 
inertia of doing things the usual way. Anyone who has tried to quit smoking or 
lose ten pounds knows that reprogramming behavior is not easy. Developing 
moral competence usually means that you have to change habits that get in the 
way of being moral. 

Realize that doing something different will not feel natural. Don’t wait until 
something feels right. Do the right thing until it feels right. Expect a new 
behavior to feel strange or uncomfortable. Be willing to do it no matter what for 
x days. Build in reinforcement to tide you over until the behavior becomes 
second nature. 

Reward Yourself for Positive Change 

The best way to reinforce a new behavior is to reward yourself for doing 
something new. This doesn’t mean that you need to sign up for a golf or spa 
vacation to reward yourself for doing the right thing. It’s more along the lines of 
waiting for dessert until you have eaten your peas. Take the pleasures that are 
already part of your life and make them contingent on succeeding in the 
behavior changes that are part of your moral development planning. Celebrate 
your new behavior by going to that Friday night movie. If you have ignored your 
development plan for the week, stay home and pay your bills. When setting up 
your reward system, be sure that you use an optional activity, not a necessary 
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being if you suffer a setback in your change efforts. 

Surround Yourself with Positive People 

Because we are wired for interdependence, we need help from others to do our 
best. Within Boyatzis’ theory of self-directed learning is the discovery that “you 
need others to identify your ideal self or find your real self, to discover your 
strengths and gaps, to develop an agenda for the future, and to experiment and 
practice.” Everyone needs the support of trustworthy friends and colleagues to 
help them stay true to their goals. Make sure you establish at least a few 
relationships with people who will tell you the truth about yourself, even when 
you might not want to hear it. Find trusted people who know your values and 
goals and will let you know when you are not living up to them. When you are 
attempting new behavior, let them know what changes you are trying to make 
and ask them to tell you if they see you falter. 


Do I Really Need to Change? 


Like any worthwhile activity, living in alignment takes some effort. You might 
wonder if you really need to change. You are, after all, a decent human being 
with a good track record of career accomplishment. If you are an experienced 
manager, you may even believe that you already know all you need to know and 
don’t need to learn anything new. If you are a senior manager, it has probably 
been a long time since you have gotten any critical feedback about your 
leadership skills. So why go to the trouble of trying to enhance your moral 
competence? Developing moral competence is every person’s job because when 
it comes to human behavior, there is no standing still. If you don’t continuously 
work on your moral development, you will lose moral competence. Think about 
any activity you used to enjoy that you have dropped over the years. It is not 
quite true that there are some things you never forget how to do, such as riding a 
bicycle. Get on a bike after 20 years, and you will probably gain your balance, 
but you certainly won’t be able to go as fast, or as far, or turn as smoothly as you 
did when you were young. You might still be able to pedal, but your 
performance won’t be what it could if you had kept on biking all those years. 
Maintaining and developing moral competence happens only when we keep 
pedaling. We need to use our strengths consistently, day after day, in pursuit of 
our ideal self. As our real self comes to look more and more like our ideal self, 
we will see the results in our personal lives and in our leadership of others. 


Resist the urge to think of yourself as a finished product. Don’t let anything 
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on your strengths and enhance your moral competence. You are in charge of 
your moral development, but don’t think you have to go it alone. Take advantage 
of personal development resources that you might not have considered in the 
past. 

Books, Audio, and Video Media 

There are many worthwhile books on the topic of principled leadership and 
personal growth. Reading such books is one good way to reflect on what is most 
important to you. For the busy manager with a long commute, books on tape are 
a useful way to de-stress and maintain alignment. 

Workshops 

Look for seminars on leadership, emotional intelligence, and values. Many 
senior managers think they don’t need “training.” Recognize your human 
fallibility and invest the time in active learning where you can benefit from the 
expertise of the presenters and the support of your fellow participants. 

Personal Counseling 

Some of us find that our moral viruses are so severe that they are seriously 
limiting our personal and professional effectiveness. The worst moral viruses 
usually arose out of traumatic childhood events. If some aspect of your life is not 
working for you, despite your best efforts, find a counselor or psychotherapist 
who can help you understand the source of your difficulties and work with you 
to develop more effective behavior. 

Executive Coaching 

Executive coaches are a particularly helpful resource for high-potential 
managers who want to accelerate their leadership development and for seasoned 
managers with moral or emotional blind spots. An executive coach understands 
the demands of your leadership role and the politics and culture of your 
organization. A coach can help you get the kind of honest feedback you need to 
build a development plan, keep you focused on your goals, and advise you on 
how to increase your leadership effectiveness. Many of the best-known Fortune 
500 CEOs have benefited from their use of executive coaching services. 
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B. Moral Competency Inventory (MCI) 


Please choose one rating in response to each statement by circling the 
number that corresponds to your rating. 

You will get the most value from this assessment if you respond honestly. It 
may be tempting to give yourself a high rating because the statement sounds 
positive, but please do your best to rate yourself accurately in terms of how 
you really behave. 

1. I can clearly state the principles, 
values, and beliefs that guide 
my actions. 

1 = Never 

2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 

2. 1 tell the truth unless there is an 

overriding moral reason to withhold it. 

1 = Never 

2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 

3. 1 will generally confront someone 
if 1 see them doing something that 
isn’t right. 

1 = Never 

2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 

4. When 1 agree to do something, 

1 always follow through. 

1 = Never 

2 = Infrequently 


3 = Sometimes 

4 = In most situations 

5 = In all situations 



5. When I make a decision that turns out 1 = Never 
to be a mistake, I admit it. 2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 

1 = Never 

2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 

1 = Never 

2 = Infrequently 

3 - Sometimes 

4 = In most situations 

5 = In all situations 


8. My first response when I meet new 

1 = Never 

people is to be genuinely interested 

2 = Infrequently 

in them. 

3 - Sometimes 


4 = In most situations 


5 = In all situations 


7. My colleagues would say that I go 
out of my way to help them. 


6. I own up to my own mistakes 
and failures. 






9. I appreciate the positive aspects of 

1 = Never 

my past mistakes, realizing that they 

2 = Infrequently 

were valuable lessons on my way to 

3 = Sometimes 

success. 

4 = In most situations 


5 = In all situations 


1 = Never 

2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 

11. When faced with an important decision, 1= Never 

I consciously assess whether the decision 2 = Infrequently 

I want to make is aligned with my most 3 = Sometimes 

deeply held principles, values, and 4 = In most situations 

beliefs. 5 = In all situations 

12. My friends know they can depend on 1 = Never 

me to be truthful to them. 2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 


10. I am able to “forgive and forget.” even 
when someone has made a serious 
mistake. 





13. If I believe that my boss is doing 
something that isn't right. I will 
challenge him or her. 

1 = Never 

2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 

14. My friends and co-workers know they 

1 = Never 

can depend on me to keep my word. 

2 = Infrequently 


3 = Sometimes 


4 = In most situations 


5 = In all situations 

15. When 1 make a mistake, I take respons¬ 

1 = Never 

ibility for correcting the situation. 

2 = Infrequently 


3 = Sometimes 

4 = In most situations 

5 = In all situations 


16. I am willing to accept the 
consequences of my mistakes. 


1 = Never 

2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 






17. My leadership approach is to lead 1 = Never 

by serving others. 2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 

18. I truly care about the people I work w ith 1 = Never 

as people—not just as the “human 2 = Infrequently 

capital” needed to produce results. 3 = Sometimes 

4 = In most situations 

5 = In all situations 


19. I resist the urge to dwell on my mistakes. 1 = Never 

2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 

20. When I forgive someone. 1 find that it 1 = Never 

benefits me as much as it does them. 2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 





21. My friends would say that my behavior 

1 = Never 

is consistent with my beliefs and 

2 = Infrequently 

values. 

3 = Sometimes 


4 = In most situations 


5 = In all situations 


1 = Never 

2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 

23. If I knew my company was engaging 1 = Never 

in unethical or illegal behavior, I would 2 = Infrequently 
report it, even if it could have an adverse 3 = Sometimes 
effect on my career. 4 = In most situations 

5 = In all situations 

24. When a situation may prevent me from 1 = Never 

keeping a promise, I consult with those 2 = Infrequently 

involved to renegotiate the agreement. 3 = Sometimes 

4 = In most situations 

5 = In all situations 


22. My co-workers think ot me as an 
honest person. 





25. My co-workers would say that I take 1 = Never 

ownership of my decisions. 2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 

26. I use my mistakes as an opportunity to 1 = Never 

improve my performance. 2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 

27. I pay attention to the development 1 = Never 

needs of my co-workers. 2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 

28. My co-workers would say that I am a 1 = Never 

compassionate person. 2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 






29. My co-workers would say that 1 have a 

1 = Never 

realistic attitude about my mistakes 

2 = Infrequently 

and failures. 

3 = Sometimes 


4 = In most situations 


5 = In all situations 


1 = Never 

2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 

1 = Never 

2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 


32. I can deliver negative feedback 

1 = Never 

in a respectful way. 

2 = Infrequently 


3 - Sometimes 


4 = In most situations 


5 = In all situations 


31. My co-workers would say that my 
behavior is consistent with my 
beliefs and values. 


30. I accept that other people will 
make mistakes. 






33. My co-workers would say that I am the 

1 = Never 

kind of person w ho stands up for my 

2 = Infrequently 

convictions. 

3 = Sometimes 


4 = In most situations 


5 = In all situations 


1 = Never 

2 = Infrequenily 

3 = Sometimes 

4 = In most situations 

5 = In all situations 

1 = Never 

2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 

36. I discuss my mistakes with co-workers 1 = Never 

to encourage tolerance for risk. 2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 


35. When things go wrong, I do not blame 
others or circumstances. 


34. When someone asks me to keep a 
confidence, I do so. 





37. 1 spend a significant amount of my time 
providing resources and removing 
obstacles for my co-workers. 

1 = Never 

2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 

38. Because 1 care about my co-workers. 

1 = Never 

1 actively support their efforts to 

2 = Infrequently 

accomplish important personal goals. 

3 = Sometimes 


4 = In most situations 


5 = In all situations 


1 = Never 

2 = Infrequently 

3 = Sometimes 

4 = In most situations 

5 = In all situations 


40. Even when people make mistakes. 

1 = Never 

1 continue to trust them. 

2 = Infrequently 


3 = Sometimes 


4 = In most situations 


5 = In all situations 


39. Even when I have made a serious 
mistake in my life, I can forgive 
myself and move ahead. 






C. Scoring the MCI 


If you are using the paper version of the MCI that appears in this book, you now 
need to use the following scoring sheet to produce your survey results: 

1. Transfer your ratings for each item to the scoring sheet. Your item 1 rating 
should be placed next to the number “1” in column A. Your rating for item 
2 should be placed next to “2” in column B, and so on. Continue until you 
have transferred your ratings for all 40 items. 

2. Add each column and place the total in the box indicated. 

3. Add columns A through J and place the total in the box indicated. 

Columns A through J are subscores for each of the 10 moral competencies 
discussed in Chapters 5- 7. 

4. Divide the total from columns A-J (step 3a) by 2 and place in the box 
indicated. This is your total MC (Moral Competency) score. The maximum 
MCI score is 100. 

5. Using the Moral Competencies Worksheet below the scoring sheet, 
transfer your scores for each column—A through J—to the corresponding 
list of competencies listed after each corresponding letter. 
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Moral Competencies Worksheet 

_A. Acting consistently with principles, values, and beliefs 

_B. Telling the truth 

_C. Standing up for what is right 

_D. Keeping promises 









































_E. Taking responsibility for personal choices 

_F. Admitting mistakes and failures 

_G. Embracing responsibility for serving others 

_H. Actively caring about others 

_I. Ability to let go of one’s own mistakes 

_J. Ability to let go of others’ mistakes 

Highest Moral Competencies Lowest Moral Competencies 
L I - 

y 2 ~ 

3 . 3 . 

What Your Total MCI Score Means 

Your total score is a measure of alignment. If your score is high, it is highly 
likely that you typically act in ways consistent with your beliefs and goals. If 
your score is low, it is likely that your typical behavior is out of synch with what 
you believe and what you want for yourself. Table C.l shows the distribution of 
MCI scores from very low to very high. 

Table C.l Total MCI Score (Alignment Score) 


Score 

Ranking 

90-100 

Very I ligh 

80-89 

High 

60-79 

Moderate 

40-59 

Low 

20—39 

Very Low 























D. Interpreting Your MCI Scores 


There are quite a few different ways to look at your MCI scores. No single 
interpretation is correct, and no “test” is the last word on your capabilities. We 
recommend that you reflect on each of these aspects of your MCI scores to see 
whether they trigger the self-awareness that is so crucial to ongoing moral 
development. We think you will find your results to be interesting and 
illuminating. If aspects of the MCI interpretation are confusing or don’t make 
sense to you, we trust that in the final analysis, you know yourself better than 
any paper-and-pencil assessment. That said—here are some ways to interpret 
your scores. 

Total MCI Score (Alignment Score) 


Score 

Ranking 

90-100 

Very I ligh 

S0-S9 

High 

60-79 

Moderate 

40-59 

Low 

20-39 

Very Low 


• The maximum possible score is 100. A score of 100 would mean that you 
answered every item on the MCI with a “5” and would indicate that you 
believe you are completely competent in all 10 moral competencies assessed 
by the inventory. Because no human being is perfect, a perfect score on the 
MCI might mean that you have some difficulty acknowledging areas of 
weakness. 

• The minimum score is 20. Most people have some degree of moral 
competency; therefore, low and very low scores may reflect excess self- 
criticism rather than genuine moral incompetence. In our experience, scores 
below 60 are extremely rare, most likely because corporate leaders do not 
succeed without some degree of moral competency. 

• MCI scores fall most frequently in the moderate range (between 60 and 79). 

• Your total MCI score is simply a snapshot of your overall moral 
competence. If you take the MCI every year or so, your total score can help 
you see whether your overall level of moral competence is increasing. 



Highest and Lowest Competency Scores 

• Most people who complete the MCI have one or two moral competency 
scores that stand out as higher or lower than the bulk of the scores. When 
you completed the MCI worksheet, you identified your highest and lowest 
scores in each competency area. Take a look at them now. 

• Do your highest scores fit your understanding of your own strengths? If so, 
these are the competencies that you know how to use to maintain alignment 
and promote high performance. Are there any high scores that surprised 
you? If so, they may represent areas of strength that you had not been aware 
of and are competencies that can further help you to achieve your goals. 

• Do your lowest scores fit your understanding of where your weaknesses lie? 
If so, you have an opportunity to develop your competencies if you decide 
that improvement in those competencies is important to you. Are there any 
low scores that surprised you? If so, they may represent blind spots that are 
keeping you from reaching your goals. 

Individual Item Scores 

• Go back to the scoring sheet and look for very high and very low scores. If 
you have a few scores of “5,” those items may be areas of particular strength 
that you should recognize, appreciate, and use. If you have a majority of 
“5”s, you may be extremely morally competent across the board, but you 
also may have overrepresented your strengths. People with very high scores 
across the board may need to solicit feedback from others to confirm the 
accuracy of their scores. 

• If you have some scores that are “2” or “1,” what weaknesses do those items 
represent? Given that most people who take the MCI have very few item 
scores below “3,” low item scores usually represent wonderful opportunities 
for removing obstacles to high performance. 

• Take a look at the item scores for your highest and lowest competencies. 
Was your lowest competency score a result of midrange scores for each of 
the four related items, or was your competency score low because of one 
very low item score? If so, you might find that paying attention to that single 
aspect of the competency could greatly boost your competence in that area. 

Reality Testing 

How much do you trust your self-assessment of your moral competencies? Most 



of us have some degree of difficulty seeing ourselves as other see us. As a reality 
test, we recommend that you share your MCI scores with one or two trusted 
friends or colleagues. Here are some questions you can ask them: 

• How well do my strengths as reported on the MCI reflect your perception of 
my strengths? 

• How well do my weaknesses as reported on the MCI reflect your perception 
of my strengths? 

• Are there other moral competencies that you see as my strengths? 

• Are there other moral competencies that you see as weaknesses? 

• On a scale of 1 to 10, how would you rate me on integrity? 

• On a scale of 1 to 10, how would you rate me on responsibility? 

• On a scale of 1 to 10, how would you rate me on how well I show 
compassion? 

• On a scale of 1 to 10, how would you rate me on my capacity for 
forgiveness? 

Do Your Scores Matter? 

• All the competencies included in the MCI are important, and all act 
synergistically. But realistically, we are all human and need to concentrate 
on developing the competencies that will have the most impact on us and our 
organizations. 

• You already have decided whether your scores accurately reflect your areas 
of moral strength and weakness. At a deeper level, how well do your scores 
represent competency areas that are important to you? After all, you can be 
good or bad at things that you don’t care about. So, we encourage you to 
think about the extent to which the competencies identified are consistent 
with your moral compass and your goals that you explored in Chapter 3. 
“ Your Moral Compass .” Completing the Alignment Worksheet helps you to 
decide how much effort to put into developing specific emotional and moral 
competencies. In the first column, you see the list of competencies. 

• In the second column, record your relative scores. (For example, was it your 
highest, lowest, or midrange score for each scale.) 

• In the third column, rate each competency in terms of its importance to your 
personal guidance system. For example, is “ admitting mistakes and failures ” 





high, medium, or low in its importance to your principles, values, and 
beliefs? 

• In the fourth column, rate each competency in terms of its importance to 
accomplishing your goals. For example, is “ actively caring about others ” 
high, medium, or low in its importance to your ability to accomplish your 
goals? 

Now What? 

By completing the alignment worksheet, you have prioritized competencies in 
terms of their importance to you. You have identified 

• Areas of strength and weakness that are important for alignment. 

• Areas of strength and weakness that are less important for alignment. 

• Competency areas that are neither strengths nor weaknesses that are 
important for alignment. Your scores for a competency may be midrange, 
but because it is a highly important competency for maintaining alignment 
with your guidance system or to accomplish your goals, it is worth your 
effort to enhance that competency to the fullest. 

As an aside, if your rating of a competency’s importance to your guidance 
system is different from your rating of its importance to goal accomplishment, 
you might have a disconnect between your moral compass and your goals that 
needs to be considered. 

Armed with this understanding of your moral competency levels and their 
importance to your moral compass and goals, you can map out a straightforward 
approach to enhance your moral and emotional competence. 

Alignment Worksheet 



Moml ( 'oni|M'lt‘m'ir\ MCI Score Importance to My Importance to 

(High, Midrange, l.oss) Principles, \alues, Accomplishing Ms (ioals 

and Beliefs (High. Medium. Low > 

(High. Medium, lam) 

A. Acting consistently with 
principles, whies, and beliefs 

B Telling tin* truth 

(!. Mantling up for whal 
is right 

1) Keeping promises 

K Taking i«*spomilnlit\ for 
personal choices 

F. Admitting mistakes 
ami i«iiliirx*^v 

C Embracing respnnsihilits 
or serving otliers 

II. Actively curing nl*Hit 
otliers 

I, Abilits to let go t»f one's 
(mu mistakes 

J. Abilits to let go of otliers' 
mistakes 
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